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Estates have been efficiently settled and many hun- 
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Deposits, etc., at 31st Dec., 1931 . . . £75,927,392 


The Bank has over 570 offices, and Agents in 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 
BANKERS PUBLISHING COMPANY Send for 
185 Madison Avenue, New York 


You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 





The Publisher’s Page 


NE OF THE most distressing results of the present 

situation,” declares J. Stewart Baker, chairman of 

the board of the Manhattan Company, New York, in 

an article, “Banking Strength in Co-operation,” which 
begins on page 127, “is the locking up in the closed banks of the 
country of almost $2,000,000,000 of depositors’ money. Experi- 
ence has shown that the liquidation of these deposits is a slow 
and costly process and that the liquidating agencies have no choice 
but to sell the banks’ assets for what they will bring, usually 
below book value, and often less than intrinsic value.” Mr. Baker 
goes on to outline a plan by which this slow and costly process 
may be done away with. 


THERE are two routes to follow in dealing with the present 
economic situation, according to an article, “Industry’s Problems,” 
by ALFRED P. SLoan, JR., president General Motors Corporation, 
which begins on page 131. The first route, he says, is to “let 
nature take its course.” The second is “to influence its course to 
a more constructive result.” “It seems to me,” continues Mr. 
Sloan, “it is perfectly possible, through the adjustment of our 
credit structure, to stabilize prices at their present level or even 
at a higher level more in harmony with the present trend of wages. 
This really means, in effect, that we must broaden our base of 
credit but without in any sense departing from present monetary 
standards. Such a process would be justified on the theory that 
deflation had largely over-run its course. . .. To my mind it is 
just as sound to prevent values from becoming over-deflated with 
all the suffering and misery that goes with it as to prevent them 
from becoming over-inflated—it is a proper balance that is needed 
in all things.” 


Ifow THE modern bank is made quiet, in the midst of all sorts of 
noises from within and without, is explained by JoHN WALKER 
TLARRINGTON in an article, “Sound-Proofing the Modern Bank,” 
which begins on page 159. “In recent sound-killing installations,” 
says Mr, Harrington, “the ceilings are composed of more or less 
porous materials, which absorb the sound waves. Some of them 
are mixtures of fiber, such as hair, mixed with asbestos, which is 
both sound-absorbent and non-inflammable. Tiles made of more 
or less porous material—some of them very cellular in texture— 
are also employed.” 
{Continued on page xiv} 
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THE 
NATIONAL BANK 
OF AUSTRALASIA LTD. 


HEAD OFFICE With its 460 well distributed offices 
asmanten provides a complete banking service 
throughout Australia, and is well 
Chief Manager: equipped for the transaction of all 
E. H. WREFORD . 

classes of foreign business. 


Deputy Chief Manager: 
JAMES WILSON 


Chief Inspector: 


c.j.ossorne Authorised Capital - £10,000,000 
Me Capital Paid Up_~ - £5,000,000 
Reserve Fund - : £3,300,000 


LONDON OFFICE: 


7 LOTHBURY,E.c.2. Total Assets March 1931 £43,027,837 


its 
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English, Scottish & Australian Bank, =: 


Limited. 
Authorized Capital. . . . . . . . £5,000,000 
Paid-up Capital . . . . £3,000,000 
Further Liability of Shareholders . . £2,000,000 
Reserve Fund. . : . . £1,605,000 
Special Currency Reserve . . £1, 585,000 


HEAD OFFICE :—5, GRACECHURCH STREET, LONDON, E.C. 3, 
and 417 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION. 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 

Chief Agents in United States: 


Guaranty Trust Company of New York. 
The Canadian Bank of Commerce. 
National City Bank. 





Crocker-First National Bank of San Francisco. 
The Canadian Bank of Commerce. 


E. M. JANION, Manager. 
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BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capital - . - - £4,500,000 
Reserve Fund - - + = £4,475,000 
Reserve Liability of Proprietors 

£4,500,000 


under the Charter . ° 
£13,475,000 
Head Office, 4 Threadneedle Street, London, E. C. 2 


EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 
Chief Office for Australia and New Zealand, Melbourne. 
G. D. HEALY, Superintendent. 
Branches in Australia 


VICTORIA Victoria, Contd. 


Melbourne 


394-396 Collins St. 
384 Elizabeth St. 

602 Bourke St. W. 
71 Collins St. East 


Geelong 
Hamilton 
Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 


NEW SO. WALES N.S. Wales, Contd. 


Sydney: 

Martin Place 

97 Castlereagh St. 
85 Pitt St. 

555 George St. So. 


Lismore 
Maitland (West) 
Maitland (Hast) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 


Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Myrtleford 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


FEDERAL CAPI- 
TAL TERRITORY 
Canberra 


Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Chariton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Foster 


Wentworth Ave. 
236 William St. 


Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 
Albury 
Ballina 
Bathurst 
Bega 
Bellingen 
Berrigan 
Blayney 
Broken Hill 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Jerilderie 
Kempsey 
Kyogle 


Narromine 
Newcastle 
Newcastle West 
Nowra 
Orange 
Parkes 

Peak Hill 
South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters 
Cooyar 
Crow's Nest 
Herberton 
Hughenden 
Ipswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Towers 


Branches in New Zealand 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Featherston 
Feilding 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera 
Invercargill 


Kaitaia 
Levin 
Manaia 


Marton 


Napier 


Mangonui 


Masterton 
Matamata 
Morrinsville 


New Plymouth 

Newton 
(Auckland) 

Otaki 

Paeroa 

Palmerston Nth. 

Patea 

Raetihi 

Rotorua 


Stratford 
Taihape 


Tauranga 
Te Aroha 
Te Kuiti 
Temuka 
Te Puke 
Timaru 


Taumarunui 


SO. AUSTRALIA 
Adelaide 


Gladstone 
Kooringa 
Mount Barker 
Murray Bridge 
Nuriootpa 
Port Lincoln 
Wirrabara 


W. AUSTRALIA 

Perth (St. George’s 

Terrace) 

237 Murray St. 
Subiaco 

Albany 

Beverley 

Bunbury 

Carnamah 

Dowerin 

Fremantle 

Gnowangerup 

Kalgoorlie 

Kulin 

Moora 

Northam 

Wagin 

Wickepin 


TASMANIA 
Hobart 


Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Upper Hutt 
Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Principal Correspondents in North America 


CANADA: 
Bank of Montreal 
Canadian Bank of Commerce 


JNITED STATES: 


UNITED STATES, Contd.: 


Continental Illinois Bk. & Tr. Co., Chicago 
Guaranty Trust Company, New York 


Bank of New York & Trust Co., New York 
Central Hanover Bk. & Tr. Co.. New York 
Central Republic Bk. & Tr. Co., Chicago 


National City Bank of New York 

Philadelphia National Bank, Philadelphia 

Wells Fargo Bank & Union Trust Co., 
San Francisco 


Offer facilities for the transaction of every description of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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THE VARIOUS ways in which bankers have met the lack of con- 
fidence of the public are related by Eugene H. Burris in the 
second of his series of articles on “The Evolution of Bank State- 
ments,” which begins on page 165. “Through all this,” says Mr. 
Burris, after describing the demoralized business conditions, 
“bankers have generally taken this attitude: sit back, look as calm 
as possible, pay them as they come. That stops runs beyond a 
doubt. One way to stop a runaway horse is to sit tight and wait 
until his wind fails, or his heart bursts. Some few bankers have— 
either from courage or desperation—jerked the bit, and taken a 
frank stand publicly to reassure nervous depositors. Others have 
preferred to let sleeping dogs lie, as long as no lines were forming 
at their door.” It makes little difference, says Mr. Burris, whether 
the lack of confidence in banks is a cause or an effect of business 
conditions. “What our banking structure is concerned with— 
bankers, depositors and borrowers alike—is: Which will prevail— 
chaos or confidence?” 


Any sort of a happening, no matter how slight, may start a run 
on a sound bank in these days. But bankers are meeting these 
situations calmly and often saving their institutions by quick 
thinking and acting. On page 126 is an account of how a run 
on a mutual savings bank in New York City was successfully 
met; on page 228 a letter from the president of a Portland, Ore., 
bank tells how two banks of that city met a run and came through. 


THE work of a teller in a branch bank is similar to that in an 
independent bank, but it also involves complications that the latter 
does not encounter. How should the teller receive deposits for 
an account in another branch? What about cashing checks for 
depositors with accounts in other branches?) How may signatures 
be recognized? 'These and other similar questions are answered 
in the sixth of a series of articles on “Risks of the Teller’s Depart- 
ment,” by Bensamin L. Fisupacn. The current article begins 
on page 173. 


A CLOSER working relationship between large and small banks, 
whereby, for a fee, the former would purchase securities for the 
investment accounts of the latter, is suggested by J. Harvie 
WILKINson, JR., manager of the investment department of the 
State Planters Bank & Trust Company, Richmond, Va., in an 
article, “How and Why to Buy Bonds,” which begins on page 181. 
“There is not perfection in the city cousin,” he says, “but he does 
handle a great volume of transactions which will make him help- 
ful.” Mr. Wilkinson lays down a practical and workable plan 
for the buying of bonds for both the secondary and the “tertiary” 
—as he terms it—reserve. ; 
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THE MITSUI BANK, LTD. 


Capital Subscribed .. . . . ~ Yen 100,000,000.00 
Capital Paid-Up .... . . ~. Yen 60,000,000.00 
Reserve Funds .... . . « Yen 65,700,000.00 
Deposits (as of June 30th, 1931) . . - Yen 710,000,000.00 


Founded in 1683 as the Mitsui Money Exchange House 
which changed the title to the Mitsui Bank in 1876. 


Head Office: No. 1 Surugacho, Nihonbashi-Ku, TOKYO, JAPAN 


PRESIDENT: 
G. MITSUI 
MANAGING DIRECTORS: 
S. IKEDA N. KIKUMOTO R. IMAI J. KENJOH 
DIRECTORS: 
U. YONEYAMA T. HARA H. KAMESHIMA K. FUKUI 


BARON T. MITSUI T. TOYAMA 
AUDITORS: 


K. YAMAMOTO M. SHIMODA S. OHASHI K. KISHIMOTO 


New York Acency, 61 Broadway, New York City 
R. TAKAGI, Agent 


HOME BRANCHES 
Tokyo (2), Yokohama, Nagoya (2), Kyoto, Osaka (5), Kobe, Hiroshima, 
Shimonoseki, Moji, Wakamatsu, Fukuoka, Nagasaki, Otaru (Hokkaido) 


(figures in brackets show the numbers of city branches) 
FOREIGN BRANCHES 


New York, London, Shanghai, Bombay, Sourabaya 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 


Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo, Cavalla, Carditza, Prevesa, Vathy, 

Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 


ASSOCIATED BANK in LONDON 


The Commercial Bank of The Near East, Ltd. 
4 London Wall Buildings, E. C. 2 
with branches in CONSTANTINOPLE and ALEXANDRIA 


Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Ete. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, N.v. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 


Capital Paid up and Surplus - f.127,045,000 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 
Branches in the NETHERLANDS INDIES: BATAVIA, SOURA. 


BAYA, SAMARANG, MEDAN, and further Principal Ports. 


\Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 


CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 


Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 
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The Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 
CAPITAL AUTHORIZED AND ISSUED . £12,000,000 


PAID-UP CAPITAL... £4,000,000} 
RESERVE FUND  nnrnrne$8,380,000/°8CHer £7,350,000 
CURRENCY RESERVE £1,500,000 
RESERVE LIABILITY of Proprietors £8,000,000 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. 8S. GODDEN 
Secretary—F. H. McINTYRE 


214 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 25; 
Queensland, 18; Tasmania, 3; New Zealand, 48. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 
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BANK oF NEW SOUTH WALES 


wit \imaigamatea THE WESTERN AUSTRALIAN BANK 
AUSTRALIA 

Paid-up Capital £7,500,000 
Reserve Fund 6,150,000 
7,500,000 

£21,150,000 

Aggregate Assets, 30th Sept., 1930, £89,228,378 
General Manager, ALFRED CHARLES DAVIDSON 
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Annual Value of Australia’s Products Dunedin 
Agricultural £89,439,831 » 
Pastoral -. 110,543, 390 

Dairying 
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Manufacturing ® Auckland {8 
£690, $88, 502 ° 


Head Office— George St., Sydney London Ofice—29 Threadneedle %., EC. 2 
597 BRANCHES AND AGENCIES 


In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Goinea and London 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 
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Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


Agents and Correspondents throughout the World 
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HIS pamphlet, outlining the services rendered 

by our English Trust subsidiary—the Guaranty 
Executor & Trustee Co., Ltd., London—will be sent 
to fiduciaries and lawyers on request. 


We invite trust companies, banks, lawyers and 
other executors and administrators to avail them- 
selves of the facilities of our British trust subsidiary, 
for the prompt and efficient administration of 
English assets in estates which they are handling. 
Further information will be supplied on request. 


Guaranty Trust Company of New York 


Fifth Ave. at 44th St. 140 Broa dway Madison Ave. at 60th St. 
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Editorial Comment 
THE RESTORATION OF CONFIDENCE 


HILE there is much variety of 

\X | opinion as to what the world 
needs at the present time, there 

is substantial unanimity of belief that the 
prime need is a restoration of confidence. 
This is a somewhat vague phrase, though 
far from being meaningless. Confidence 
in whom, or in what? Those who are 
indulging a somewhat bilious propensity 
to unrelieved gloom would answer, in 
everything and everybody. But surely 


this is too sweeping. There is lack of 
confidence in securities. Does anybody 
really believe, however, that bonds of 
the United States will not be paid in 


full at maturity? Never, since the adop- 
tion of the Federal Constitution, have 
the bonds of this country failed of dis- 
charge according to their tenor. Many 
states and municipalities have a similar 
creditable record. And the same can be 
said of numerous private industries. 
There are still a number of foreign gov- 
ernments whose obligations are sound 
beyond question. True, of all these 
obligations it may be said that their 
current market prices have declined. But 
this by no means spells default. It is a 
reflex of conditions that cannot forever 
prevail. 

Then there is distrust of banks. Thou- 
sands of these institutions have failed in 
the last few years. But many more 
thousands are standing firm as a house 
built upon a rock against the fury of the 
tempest. And they will continue so to 
stand. Many recent bank statements are 
highly encouraging. They reveal im- 
pregnable strength in large capital, sur- 
plus and profits and contingent funds. 
Tike a foreign witness of the strength 
of our banks. The Midland Bank, 
L:mited, one of London’s greatest finan- 


cial institutions, in its recent Monthly 
Review, thus concludes its survey of the 
banking position in the United States: 


“Summing up the results of our in- 
quiry, the fear of a wholesale collapse 
of American banking institutions, large 
and small, is ridiculous. There is no 
possibility of a hopeless mélée of insol- 
vency and unorganized moratoria. The 
strength of the American banking sys 
tem is, at bottom, the strength of Amer- 
ica; its resources, in solid assets, are be- 
yond question; the available supplies of 
cash are sufficient to meet all eventuali- 
ties that have any immediate claim to 
serious consideration. True, the system 
has defects, which the trials of recent 
years have rendered more and more ob- 
vious to all eyes. But they are not such 
as to endanger the stability of the struc- 
ture as a whole, nor of those parts of it 
which occupy leading positions. There 
may be many more failures yet to come 
—there always have been many failures 
yearly—but these will not shake the 
foundations of the system, which are 
essentially solid and well laid.” 


This is authoritative testimony to 
which nothing need be added. 

But you fear for the gold standard. 
It has stood since 1879 and is withstand- 
ing all present assaults. Foreign countries 
having gold balances here have been 
asking for them, and not in vain. They 
are getting the gold as fast as it can be 
shipped to them. Do you remember 
how, at the outset of the Great War, 
there was a furious demand for Amer- 
ican gold, and how a special ship was 
chartered to send $100,000,000 of the 
metal to Europe? And how quickly the 
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tide turned and this gold and far more 
came back to our shores? The gold go- 
ing out now will come back again, be- 
cause in all the world there is no safer 
place for it. We shall maintain the gold 
standard against all assaults, because no 
one who knows the ruinous effects of a 
fluctuating and depreciated money stand- 
ard wishes this country again to en- 
counter this danger. 

But can Congress be trusted? Why 
not? Congress, with its faults, is still 
fairly representative of America, and in 
the long run will act with an average 
amount of wisdom. The present Con- 
gress is showing a marked disposition to 
put the welfare of the country above 
party advantage, or perhaps realizes that 
these two apparently disparate considera- 
tions are in reality the same thing. Con- 
structive measures are being pushed 
through, and when in operation they 
must assist in a gradual recovery. 

Granting all this, one is reminded of 
Europe. Well, things are a bit mixed 
across the water. But political differ- 
ences are in process of adjustment, and 
with this process of accomplishment com- 
pleted, financial health will follow. Great 
Britain, Germany, France and _ Italy 
have in power statesmen of great ability, 
moderation and common sense. They 
are striving to measurably reconcile 
their differences, and they will succeed 
because they must. 

Government, industry, trade and fi- 
nance are working to correct errors and 
to reach a basis for better co-operation 
in the future. This effort calls for wide 
support. 

Fear has too long clouded the minds 
of men and paralyzed their activities. It 
is time to cast out fear and to look to the 
future with hope and confidence. The 
character of the American people, our 
record in surmounting great obstacles, 
our marvelous resources, the insatiable 
wants of a population of 120,000,000, 
all afford solid ground for confidence in 
the future of our country. 


“Ye trembling 
take.” 


saints, fresh courage 
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“THE GROWING SCARCITY OF 
GOLD” 


HE expression used above is being 
repeated with such frequency, 
and by some who should know 
better, that it is gaining wide acceptance. 
There is one source of information on 
this subject whose authority is not open 
to dispute—the Report of the Director 
of the United States Mint. Here are 
the figures of gold production by ten- 
year periods from 1901 to 1930 as 
given by this authority, the value of 
the product being stated in dollars: 


$ 260,992,900 
296,737,600 
327,702,700 
347,377,200 
380,288,300 
402,503,000 
412,966,600 
422,837,000 
454,059,100 
455,239,100 


$3,760,703,5N0 


$ 462,989,761 
467,288,203 
460,051,329 
440,348,027 
470,026,251 
455,423,136 
420,579,351 
384,786,306 
365,853,933 
332,823,934 


$4,260,170,231 


$ 330,231,792 
319,420,063 
367,764,279 
393,405,653 
393,301,128 
399,981,749 
401,678,427 
407,236,156 
403,103,911 
416,751,523 


$3,832,874,681 


From these figures it is seen that the 
total production for the thirty years, 
1901 to 1930, was of the value of $11, 
853,748,412. If we go back to the 
preceding thirty years, 1871 to 1900, 
the total production is found to be of the 
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value of $4,263,851,000, the increase 
over the earlier period being $7,589,- 
897,412. 

Although there was a marked increase 
in gold production from 1907 to 1916, 
and while a decline set in from that year 
until 1924, the totals for the three ten- 
year periods show no material changes. 
Between the highest figures (those for 
1911-1920) and the lowest (those for 
1901-1910) the difference is only $499,- 
466,731, representing an increase. Be- 
tween the two most recent ten-year 
periods (1911-1920 and 1921-1930) the 
difference is $42,295,550, representing 
a decrease. Total production for 1922 
was lower than for any years since 1902, 
but since 1922 the output has been 
rising. 

Taking a long range view of the mat- 
ter, it does not appear that there is any 
warrant for the alarm about “the grow- 
ing scarcity of gold,” for we have seen 
that in the last thirty years there has 
been a very large increase in production 
of the metal. The abundance of the 


supply is not wholly dependent upon 
production, but is also influenced by the 
demands made upon the quantity in ex- 


istence. Factors have worked in both 
directions, to increase the demands and 
to diminish them. Adoption of a gold 
standard by some countries on a dif- 
ferent basis has added to the demand, 
while utilization of the gold-exchange 
standard and reduction in reserve re- 
quirements have operated in the other 
direction. Use of gold in the arts is a 
factor also to be taken into considera- 
tion. So far as this country is con- 
cerned, such use is declining and to a 
marked extent. In 1920 the gold fur- 
nished for use in manufactures and the 
arts was valued at $79,715,087. It fell 
to $62,990,839 in 1926 and to $42,- 
689,379 in 1930. Again, in this country 
the demand upon gold for bank reserves 
has largely diminished. Not only have 
the required legal reserves for national 
banks been greatly reduced, but none 
of this reserve is now held in the vaults 
of the banks. It is deposited with the 
F.deral Reserve banks. 
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The facts above set forth do not war- 
rant the belief that there is “a growing 
scarcity of gold.” Such disparity as 
exists between the volume of credit and 
the amount of monetary gold represents 
an overproduction of credit rather than 
an underproduction of gold. To becloud 
the situation, much of the credit has been 
employed in speculation and in paying 
for dead horses. 


THE STATE DEPARTMENT AND 
FOREIGN LOANS 


OR some time there has existed a 

disposition in certain quarters to 

criticise the action of the Depart- 
ment of State in passing upon loans to 
foreign countries offered by bankers of 
the United States. This criticism rests 
upon the assumption that when the 
Department of State announces that it 
has no objection to a particular loan, 
this virtually amounts to an approval 
of it. Such assumption is vigorously 
and repeatedly denied in a statement re- 
cently made public, which reviews at 
considerable length the State Depart- 
ment’s policy. The first paragraph of 
the statement referred to says: 


“The Department of State has not 
passed on the security or the merits of 
foreign loans. The sole aim of the de- 
partment has been in the interest of the 
citizens of the United States in connec- 
tion with its foreign relations.” 


One can well understand why the 
Government should be concerned in this 
matter while the funding arrangements 
with foreign debtor countries were pend- 
ing, and in the case of any country that 
should fail to acknowledge its indebted- 
ness to the United States. But it is 
difficult to see why the practice of scru- 
tinizing foreign loans should be main- 
tained after the necessity for it has dis- 
appeared. 

In the statement referred to a great 
deal of attention is devoted to the rela- 
tion of loans to the operation of the 
Dawes and Young plans. Conceivably, 
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the United States might not wish to see 
any loans made that would, for example, 
interfere with reparations payments, al- 
though this view is hardly tenable, since 
the authorities at Washington have al- 
ways contended that the problem of 
reparations is one of European concern 
enly. Anyway, the statement puts the 
matter in a reverse light, holding that 
reparations payments, being a prior lien, 
may influence the security of the loans. 
In making this declaration some incon- 
sistency appears, as it hardly squares 
with the claim that the Department of 
State has not passed on the security of 
the loans. 

The policy under discussion appears 
to be based on the aim to protect the in- 
terests of the citizens of the country in 
connection with our foreign relations. 
During an actual or threatened war, or 
in the conditions immediately following 
the Great War, such a policy might be 
essential. Its continuance now is of 


doubtful propriety. This country should 
not justly be open to the charge being 


made against France, that of making 
foreign loans for political ends. 

As for the information that the State 
Department kindly furnishes investment 
bankers regarding foreign loans, it ought 
to be unnecessary. This information they 
will already possess if they understand 
their business, as most of them do. 


TRADE-AREA BRANCH 
BANKING 


HE Comptroller of the Currency, 
in his Annual Report for 1931, 


renews his previous recommenda- 
tion for legislation authorizing trade- 
area branch banking. He says: 


“In brief, the purpose of the legisla- 
tion recommended is to supplement our 
system of unit banking by permitting the 
stronger and better-managed city banks 
to carry on banking operations in the 
surrounding rural communities by means 
of branch offices. It may be well to say 
again that operation of this type of 
branch banking would not be made com- 


pulsory upon national banks, but would 
be a power conferred upon them to be 
exercised at the discretion of their boards 
of directors, upon approval in each in- 
stance by the Comptroller of the: Cur- 
rency. Once this opportunity to en- 
gage in branch banking is granted by 
Congress to national banks the establish- 
ment of the branches will undoubtedly 
be a gradual development for the reason 
that sound management on the part of 
the banks will not favor a rapid expan- 
sion of bank operations, nor will the 
Comptroller of the Currency be ex- 
pected to approve the establishment of 
branches under any other than a con- 
servative policy. The normal method of 
acquisition of branches would be through 
the voluntary merger or consolidation of 
local rural banks with the proposed 
parent city bank. 

“The term ‘trade-area,” which I have 
used to designate the geographical terri 
tory into which branches should be ex- 
tended from commercial centers in 
which important national banks may be 
situated, will be found to be fully de- 
scribed in my last Annual Report to 
Congress.” 


It may be remarked in reference to 
these trade areas that the Comptroller's 
ability to describe them is one which 
others do not share. Cities like New 
York, Chicago, Boston, Philadelphia, 
Detroit, etc., have a trade area co 
terminous with the boundaries of the 
nation. If we are to have safe branch 
banking, and are prepared to sacrifice 
the unit banking system as the price of 
that safety, it would most certainly be 
assured by limiting the branch privilege 
to a few of the large banks in cities of 
the class indicated. This would be a 
kind of banking monopoly, but that is 
the unavoidable price to be paid for a 
safe branch system. 

There are, of course, many smaller 
cities whose trade areas may be defined 
with more certainty than is possible in 
the case of the larger commercial and 
financial centers. But it is precisely in 
these smaller cities that the banks are 
not strong enough to confer upon a 
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system of branches the ideal of safety 
which the Comptroller undoubtedly has 
in mind. If banks in these cities are to 
engage in branch banking, there would 
have to be a great increase in their size 
and strength, something that might be 
attained by merger of a number of com- 
paratively small institutions. 

The Comptroller speaks of supple- 
menting our system of unit banking, 
but so far as the rural communities are 
concerned it would probably mean a 
substitution of city branches. 

As the numerous bank failures have 
been largely confined to places of small 
population, a solution of the matter 
might be found by establishing banking 
offices for carrying on most of the opera- 
tions of a bank except the granting of 
loans. This would deprive such com- 
munities of one of the most valuable 
functions of banking, but it would pre- 
vent the losses which arise from lack of 
diversity in loans and other imperfec- 
tions attaching to rural banking. 

To permit banks located in cities hav- 
ing circumscribed trade areas to estab- 
lish rural branches is a proposal to be 
carefully examined. It harbors dangers, 
as recent banking events clearly show. 


THE PROTECTION OF 
INVESTORS 


XTENSIVE defaults on foreign 
FE and domestic debts have directed 
attention to the remedies investors 
have in such cases. Reliance, in many 
instances, can be placed on the good 
faith of the debtors—a belief that they 
will not willingly repudiate their obliga- 
tions, but will meet them in the course 
of time. Such reliance is justified in 
most cases, and this should go far toward 
lightening the gloom that now surrounds 
the investing public. Adjustments of 
principal sums in the case of govern- 
mental debts—state, municipal and 
foreign—receiverships and reorganiza- 
tions, are some of the remedies to be in- 
voked. 
These large defaults, which are the 
product of the times and almost or quite 
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without precedent, should serve to make 
both investors and investment dealers 
more careful in the future—the inves- 
tors of their money, and investment 
dealers of their reputation. That each 
has sustained considerable loss is not to 
be questioned. Investors have been too 
eager to buy and dealers too insistent on 
selling. Blame may be equally appor- 
tioned. But, unless the shortness of the 
public memory may be trusted, the im- 
pression created by these losses will be 
to make investors much more wary in 
the future, and more cautious with 
whom they deal. This is something not 
to be deplored, provided it does not go 
to the length of impairing confidence in 
securities and security dealers generally. 
For with the return of what we call 
more normal times securities will have to 
be issued, dealers to sell them and the 
public to buy them. 

The man who buys securities is much 
in the position of one who buys goods 
without an actual or implied warranty. 
In the absence of misrepresentation or 
of downright fraud he has no recourse 
as against the dealer. Securities, like the 
razors sold to Hodge, are made to sell. 
This is not saying that the reputable 
dealer is not concerned as to the real 
value of the securities he sells. He is, 
in fact, deeply concerned, for if the 
securities prove .unsatisfactory to the 
buyer, the dealer loses a customer and 
runs the danger of impairing his reputa- 
tion, which is his most precious asset. 

Investment dealers cannot, like the 
sellers of ordinary commodities, guar- 
antee what they sell. That would be 
too large an undertaking. All that can 
be done is to make a thorough investiga- 
tion as to legality and the apparent 
soundness of what is offered. As the 
present situation shows, there may be 
developments unfavorably affecting the 
value of securities which could not be 
foreseen. Much of the depreciation in 
foreign bond prices is the result of 
hysteria rather than of causes actually 
affecting values. 

It is hoped that out of present experi- 
ence, which is altogether exceptional, 
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some plan may be evolved for the better 
protection of investors—a matter in 
which both the public and security deal- 
ers are profoundly interested. 


REPARATIONS AND INTER- 
GOVERNMENTAL DEBTS 


S the time grows shorter in which 
Ape must be made for deal- 
ing with reparations and debts be- 
fore the expiration of the Hoover mora- 
torium, interest in this vexing problem 
increases. The reparations will have to 
be settled by the country making pay- 
ments on this account and by the 
countries receiving such payments. The 
problem would be greatly simplified if 
this country would cancel or largely re- 
duce the payments to be received from 
our European debtors. Disposition to do 
this voluntarily appears to be lacking. 
In approving the Hoover moratorium 
Congress declared that it was against its 
policy to make such an adjustment. Un- 
fortunately, the matter cannot be dis- 
posed of by a resolution of Congress. 

There are several ways of treating 
this. problem. We can insist on full 
payment according to the settlement al- 
ready made. We can make such conces- 
sions as expediency may call for; that is, 
do what is best under all the circum- 
stances. This would be the sensible 
mode of procedure, and the one usually 
adopted when the matter is one of pri- 
vate indebtedness. If this method is 
not followed, we may be compelled to 
bow to necessity and take what we can 
get. 

Since the arrangements were made 
with the respective debtor countries, the 
situation has changed, not only in gen- 
eral but as between some of the debtor 
countries. Based on “capacity to pay,” 
the terms of settlement were made easier 
for France than for England; but the 
situation as regarding the condition of 
these two countries has greatly altered 
since the settlement was made. 

Again, the tremendous fall in com- 
modity prices has made it more difficult 
to discharge these debts, and correspond- 
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ingly the amounts received by this coun- 
try are more valuable to us. 

These and other matters should be 
given due weight, and public opinion in 
this country ought to support any ad- 
justment of the debts that will enable 
the debtor countries to discharge them, 
and thus avoid defaults which would 
strike a fatal blow at world credit. 

One way of handling both debts and 
reparations would be to put the obliga- 
tions representing them in the Bank for 
International Settlements as trustee for 
debentures to be issued against them. 
These debentures to be guaranteed by 
members of the League of Nations con- 
cerned in the payment and receipt of 
reparations and in the payment of inter- 
governmental debts. The debentures to 
bear interest at an attractive rate, but to 
have no fixed date for payment of prin- 
cipal. Such debentures could be made 
salable on the leading stock exchanges 
of the world, thus making it possible for 
the holders to recover their capital in- 
vestment if desired. Until such time as 
convenient, interest only would be paid 
on the principal sums, but the saving of 
interest would act as an incentive to re- 
duce the principal as soon as possible. 


COURTESY SERVICES OF BANKS 
[a banks are expected to render 


a number of services for which 

they receive no return, and for 
those who are not depositors, appears 
from a letter signed “Commuter,” pub- 
lished in the New York Herald Tribune. 
This correspondent complains that a 
local bank would not cash a check on a 
New York bank offered by one who was 
not a depositor of the local bank, and 
the correspondent further complains 
that the local bank would not make loans 
to other than depositors. The corre- 
spondent suggests that banks are to some 
extent public institutions, and that by 
extending common courtesies and small 
services they would add to their busi- 
ness. No doubt many banks have tried 
this method of increasing business, and 
with results that have led them to be 
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skeptical of its productive powers. Very 
likely, the notion that a bank is 
a kind of public or semi-philanthropic 
institution has been overworked. After 
all, a bank is a private business concern, 
although chartered by public authority. 
So are railways and many other cor- 
porations. Yet no one expects these 
enterprises to give their services with- 
out pay. Why should more be expected 
of banks? 

In cashing checks on other banks the 
local bank renders a service of value to 
the recipient, and one that costs the 
bank something. How can the person 
who is thus benefited rightfully demand 
that it be given him without some re- 
turn? 

So far as loans are concerned, the case 
for the local bank is even stronger. Its 
first obligation in making loans is to those 
who have made loans to the bank—to 
the depositors, and the bank has further 
the right to expect that at least a por- 
tion of the loan shall remain with it as 
a deposit. Free banking service is often 


costly to banks extensively practicing it. 


RAISING THE PRICE LEVEL 
\ YARIOUS plans are being offered 


for raising the price level. The 

crudest of these proposals would 
have the central banks create credit for 
this express purpose. Another scheme 
is to coin silver at the sacred 16 to 1 
ratio. According to the proponents of 
this scheme it would mean the doubling 
of the world’s primary money, enlarge 
the credit basis twenty fold, treble the 
value of farm products, quadruple the 
monetary value of land, and accomplish 
a lot of other benevolent ends, not the 
least being to make it easier for debtors 
to pay what they owe. As to this latter 
benefit, it may not be inopportune to 
point out that before the fall in prices, 
and when the dollar was valued around 
sixty-five cents, nobody thought of com- 
pensating creditors for the loss of pur- 
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chasing power of their dividends and 
interest, although the compensated dol- 
lar advocates and the stabilizers may be 
excepted. 

The pendulum swings in both direc- 
tions. If we can believe that as prices 
go up they will go down, and as they go 
down they will also go up, the adjust- 
ments each way will equalize themselves. 
No doubt, the sudden and extreme 
oscillations are jarring and painful. 
Their reduction is by other than infla- 
tionary devices. 

Even if pre-existing debts could be 
more easily discharged by means of 
monetary inflation, the benefits would be 
short-lived. New debts would be on the 
inflated basis. 

So far as the farmers are concerned, 
it is difficult to see how, in the long run, 
they would gain by monetary inflation. 
To whatever extent the price level is 
affected by the supply of money, that 
effect is general. Now, it is a common- 
place of economic discussion that pres- 
ent difficulties relate to the disparity be- 
tween prices of raw materials and manu- 
factured goods. This disparity would 
not be cured by monetary inflation 
which raised the price of all commodi- 
ties. If the farmer got more for his 
grain and cotton, he would have to pay 
more for fertilizers and machinery and 
for all other needful things he did not 
himself produce. 

In times like these the public mind is 
liable to be especially receptive to ex- 
ploded monetary heresies. To combat 
them is an unpleasant duty. Their 
sponsors have such childlike faith in 
them as curatives for all human ills that 
it seems cruel to say anything to dispel 
their faith, But “cheap money,” next 
to war, has been the great robber of his- 
tory. And any attempt to commit this 
country to a course of unbridled mone- 
tary inflation should be stoutly resisted. 
And it may be well, also, not to forget 
that credit does not create business, but 
that credit springs forth eagerly as 
profitable business demands. 





Savings Bank Gets Aid 


FFERS of assistance from other 
C) savings banks in Brooklyn, in 

other parts of New York City, 
and in New York State, aided the East 
New York Savings Bank of Brooklyn, 
N. Y., to successfully stop a run early 
last month. 

After the withdrawals started, Brook- 
lyn savings banks published an adver- 
tisement in the New York newspapers 
attesting to the financial stability of the 
institution and the excellence of its 
personnel; eleven of the savings banks of 
Manhattan and all of those in Queens 
joined with the Brooklyn savings institu- 
tions in pledging full support at a meet- 
ing held at the Williamsburgh Savings 
Bank in Brooklyn; and savings banks 
in New York State pledged their aid. 

Withdrawals were slightly above 
average on Wednesday afternoon, Janu- 
ary 6, and the run, which began at the 
Eastern Parkway branch of the institu- 
tion, started Thursday. The notice of 
the Brooklyn savings banks was pub- 
lished in the evening papers on that day 
and the savings bankers met that night 
and pledged full support to the East 
New York Savings Bank. 

Despite these reassurances, crowds 
numbering between 4000 and 45000 
people gathered outside the main office 
and the Eastern Parkway branch and 
police were called to maintain order. 
Withdrawals for the day were $3,500,- 
000, according to Edward A. Richards, 
the bank’s president. 

A municipal court justice left his 
court near the bank and appealed per- 
sonally to the depositors waiting for 
their money. He drafted a petition 
which was signed by rabbis, priests and 
business men in which confidence in the 
bank was expressed. This was printed 
and distributed to the waiting deposi- 
tors. The advertisement published by 
the banks was also printed in circular 
form and distributed. 

The following day the crowds had 
dwindled and a few days later the run 
had entirely subsided. 
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The cause of the withdrawals has not 
been definitely learned but Mr. Richards 
attributes it to a change in banking 
hours. Recently the bank closing hour 
was advanced from 4 to 3 p.m. “De 
positors of the erratic and easily ex- 
citable type,” he said, “might have come 
back to the bank after 3 o'clock, found 
it closed, failed to read the notice of 
the new hour and concluded the institu- 
tion was permanently closed.” 

In an editorial on Saturday, January 
9, the New York Times commented on 
the savings banks’ co-operation as fol- 
lows: 


“There is much significance and 
promise in the action of the associated 
savings banks of this city and state in- 
tended to sustain the East New York 
Savings Bank now besieged by deposi- 
tors demanding their money. It is not 
precisely, of course, a case of one being 
the case of all. But when the affairs of 
a given institution are known to be 
sound, help of this kind in averting a 
run which is uncalled for, and probably 
the result of mass fear, however need- 
lessly stirred, is plainly indicated. This 
is probably better than enforcement of 
the legal provision by which a savings 
bank may enforce sixty days’ notice be- 
fore paying a frightened depositor. No 
savings bank, however strong and secure 
its position may be, could at once pay 
on demand all that its depositors have 
to their account. Prompt and large ad- 
vances of help from other institutions 
of the kind are an excellent way of re- 
assuring the public. It certainly was a 
fine and proper spirit shown by the 
savings banks in offering to come to the 
aid of the one that was needlessly im- 
periled in East New York. Everybody 
must hope that this step will insure a 
supply of all the funds that may be 
needed, and at the same time allay the 
panicky feeling that has been spread, by 
some foolish means or other, throughout 
a large number of depositors.” 
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Banking Strength in Co-operation 


Present Conditions Make Closest Kind of Association Between 
Banks a Duty—Regional Clearing-Houses an Aid 


By J. STEWART BAKER 


Chairman of the board of the Manhattan Company, New York; president New York State 
Bankers Association 


and the problems which face bank- 
ers now, demonstrate anew the 
inter-dependence of banking institutions 
and their community of interest. We 
have been reminded that a bank in ac- 
cepting deposits assumes a responsibility 
which far transcends any individual 
transactions with its depositors. It has 
a responsibility toward other banks, for 
loss of confidence at any one point may 
quickly spread and become epidemic and 
seriously affect others. Banks have a 
common interest in the communities 
which they serve and in individual and 
collective business from which they de- 
rive their profits. Is there any business 
or profession which stands to benefit 
more through co-operation? But it seems 
to me that co-operation between banks 
is a duty and that the best interests of 
the stockholders, of the depositors and of 
the public will be served by the closest 
kind of association. In our present-day 
economics, all industry, all commerce, all 
employment, all living, exists against a 
background of banking and in almost 
uninterrupted contact with financial in- 
stitutions. I think it cannot be gainsaid 
that general prosperity is inconceivable 
apart from a well administered banking 
system or that, when such prosperity is 
interrupted, as at present, the bankers 
should play a leading part in its restora- 
tion. Inasmuch as the problems of to- 
day are largely economic, it seems only 
natural that the public has turned for 
leadership to that business which is most 
extensively and intensively concerned 
with economics—the business of banking. 
From an address before the New York 
Stare Bankers Association. 


[= happenings of the last year, 


Leadership must be developed from 
within, not imposed from without. This 
brings a great responsibility to our doors 
and is a sobering thought. If we accept 
leadership, we must be prepared to ac- 
cept responsibilities. Our own condi- 
tions and methods must be as sound and 
efficient as we can make them. Is it 
not obvious that there are now many in 
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the banking business who do not belong 
there, who are not truly bankers in 
ideals, temperament and training, per- 
haps not even in resources. This 
thought differentiates the field of busi- 
ness from that of the professions. Busi- 
ness is supposed to be regulated largely 
by the law of supply and demand, while 
the professions assert codes of ethics and 
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seek internal means for maintaining 
standards. I regard banking as entitled 
to a professional viewpoint and feel that 
methods of self-correction within our 
ranks may well be considered. I submit 
that groups of banks should exercise con- 
trol over members of the group—ethi- 
cally and technically—not as a means of 
oppression, but for self-protection and 
for the maintenance of high standards. 
Within the last few months we have 
seen a great corporation organized with 
funds of approximately $500,000,000, 
supplied by the banks of the country, to 
assist individual banks that may be in 
need of help. In this state the banks 


have been divided into groups which 
through committees pass on the applica- 
tions for loans from this corporation. If 
approved, the member banks of the 
group automatically guarantee such 


laws which govern its activities, and its 
membership consists of twenty-two banks 
and trust companies. It functions 
through its various committees, made up 
of representatives of its members, elected 
annually. Co-operation is its watch- 
word. Its mechanical operations, though 
valuable, seem to me to be its least im- 
portant contribution. When problems 
have to be faced and when concerted 
action is necessary, the instrumentality 
already exists through which the mem- 
ber banks can effectively function. I 
wish every banker could know how 
often and how smoothly it has acted, 
especially during the last year, for the 
benefit of its members and the general 
banking situation in that city. There 
have, of course, been honest differences 
of opinion, but individual opinions have 
given way before the desire. for common 


“If there is one thing that the present situation teaches the 
bankers—and they should never forget it—it is that in co-opera- 


tion there is strength.” 


loans. The willingness of the banks of 
the state to join in such an undertaking 
shows that they realize how much their 
own welfare is wrapped up in that of 
their neighbors, and that they can best 
meet the dangers and problems which 
confront them by united effort. 

If there is one lesson that the present 
situation teaches the bankers—and they 
should never forget it—-it is that in co- 
operation there is strength. Self-interest 
demands co-operation. Bankers in New 
York City are practicing what I am now 
preaching. 


BENEFITS OF CLEARING-HOUSE 
ORGANIZATIONS 


Probably all bankers are not familiar 
with the history and organization of the 
New York Clearing-House Association. 
This association was founded 78 years 
ago and has had an honorable and use- 
ful career. It has a constitution and by- 


action in some constructive and helpful 
move. 

I would recommend the establishment 
of fifteen or more regional groups or 
regional clearing-house associations which 
would cover New York State. If the 
clearing of checks can be expedited 
through these groups, there is value in 
constituting them as clearing-house asso 
ciations, for their mechanical usefulness 
will tend to keep them alive and will be 
an every-day reason for their existence 
during times when there are few real 
problems to be dealt with. These asso 
ciations should have their own rules and 
regulations, but their constitutions and 
by-laws should be similar so that there 
will be uniformity of purpose and equal’ 
ity of standards. The affairs of these 
associations should be in the hands of 
committees elected by the members, who 
would agree to abide by their decisions. 
The associations should have the power 
to examine the members and require 
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periodic reports as to their financial con- 
dition. They might maintain complete 
credit files for the use of their members 
covering the borrowers in the territory 
and could make investigations of com- 
mercial-paper names. Detailed informa- 
tion in regard to securities could be as- 
sembled and a general service maintained 
to assist the members in the operation of 
their bond accounts. I am rather of the 
opinion that the State Banking Depart- 
ment and the Comptroller of the Cur- 
rency would be willing to assign exam- 
iners permanently to these associations, 
which would result in the closest kind 
of co-operation. As you know, the 
American Bankers Association has been 
working on this idea for some time, but 
you may not know that it has been in 
successful operation in several states in 
the Middle West and that the banks 
report most satisfactory results. The ex- 
penses are small. What each contrib- 
utes is infinitesimal compared to what it 
gains. I would like to see the New 
York State Bankers Association take the 
lead in setting up these associations and 
then have it carry on its activities 
through them. 


LIQUIDATION OF CLOSED BANKS 


One of the most distressing results of 
the present situation is the locking up 
in the closed banks of the country of 


almost $2,000,000,000 of depositors’ 
money. Experience has shown that the 
liquidation of these deposits is a slow 
and costly process and that the liquidat- 
ing agencies have no choice but to sell 
the banks’ assets for what they will 
bring, usually below book value, and 
often less than intrinsic value. The 
wholesale dumping of securities, mort- 
gages and real estate depresses prices and 
destroys values, and the indiscriminate 
calling of loans works a hardship on in- 
dividuals, firms and corporations, which 
often results in forcing them to realize 
what they can on their assets. It is a 
vicious circle. Meanwhile, the deposi- 
tors are without funds to carry on their 
daily operations, many communities are 
without banking facilities to handle their 
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financial transactions and the good-will 
and invested capital of the banks have 
been wiped out. It seems to me that 
some means could and should be found 
to deal with this situation more scien- 
tifically and more sensibly and, at the 
same time, protect the interests of credi- 
tors and provide for the uninterrupted 
payment of deposits to the extent practi- 
cable. Without going too much into 
detail, I will outline what I have in mind. 

When in the opinion of the proper 
governmental authority a bank should 
not be allowed to continue to operate, 
the law should give that authority the 
alternative, either to close it, as at pres- 
ent, or to reorganize it along the fol- 
lowing lines: Transferable certificates 
would be issued to the depositors for a 
portion of their deposits so that the re- 
maining deposits would, in the opinion 
of the Superintendent of Banks or the 
Comptroller of the Currency and the 
board of directors, be covered by sound 
assets at current values amounting to not 
less than 120 per cent. of such deposits. 
These remaining deposits and any new 
deposits would share alike in the assets 
of the bank. The holders of the cer- 
tificates would receive interest semi- 
annually, not to exceed 4 per cent. per 
annum, if earned after necessary and 
proper charge-offs, and if approved by 
the Superintendent of Banks or Comp- 
troller of the Currency. This interest 
would be cumulative up to 4 per cent. 
per annum, and no dividends would be 
paid on the capital stock while any cer- 
tificates are outstanding. 

Whenever, subsequently, an official 
examination should credit the institution 
with net sound assets, at current values, 
greater than the amount by which they 
exceeded the marked-down deposits at 
the time of reorganization, such increase 
would be used to pay down the certifi- 
cates proportionately. The certificate- 
holders would have the option, at any 
time, to convert their certificates into 
stock at the book value as shown by the 
last official examination. 

A stockholders’ meeting should be held 
shortly after the date of reorganization 
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for the election of a new board of direc- 
tors, who would elect officers. Former 
directors and officers would be eligible 
to succeed themselves. Each certificate- 
holder would have the right to vote as 
though the face value of his certificate 
represented par value of stock. The 
double liability of the old stockholders 
should be preserved while any certificates 
are outstanding. 

I am quite well aware that a reorgani- 
zation would be futile unless the recon- 
stituted institution has the confidence of 
the community and the support of its 
depositors and should not be undertaken 
unless the management is efficient and 
honest. I believe that there are instances 
in which such a reorganization could 
have been worked out and would have 
prevented banks from closing; perhaps 
it would permit the opening of some that 
are now closed. At any rate, it seems 
to me that some such plan is worth try- 
ing for, if it succeeds, it will accomplish 
much, positively and negatively, and at 
the same time the interests of creditors 
will not be jeopardized. 


REASONS FOR CONFIDENCE 


We bankers are facing problems and 
difficulties today which seem hard to 
solve and which, perhaps, at times seem 
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overwhelming. I am afraid that we have 
been tempted to lose faith, even in the 
soundness of our economic structure, and 
that we have permitted our minds to 
dwell on the unprofitable and entirely 
useless thought of what might happen. 
America’s resources are unimpaired. The 
capacity of its people is as high as ever. 
Its forty-eight states are still great reser- 
voirs of energy, inventiveness, self-reli- 
ance and idealism. It is not threatened 
by war or physical disaster and its farms 
and factories are abundantly productive. 
Potentially its economic mechanism is 
magnificent, but its people are somewhat 
bewildered and its natural optimism has 
been temporarily obscured by a quite un- 
American feeling of apprehension. The 
violent fluctuations of the last few years 
have produced the same psychological 
effect that comes to the people when an 
earthquake shakes the supposedly solid 
ground. The universal desire is for 
security, for confidence. Given a sense 
of security, the natural creativeness of 
the people will reassert itself and pros 
perity will inevitably follow. The pres 
ent situation demands that we prove 
worthy of the confidence which has been 
placed in us and that we carry on with 
courage, with determination, and with 
faith. 





Industry’s Problems 


An Analysis of the Present Economic Ills and Suggestions 
for Improvement 


By ALFRED P. SLOAN, Jr. 
President General Motors Corporation 


UT of the fog in which we have 
() been drifting there is beginning 
to develop a general outline of 
what appears to be a trend of opinion 


as to the underlying causes of the 
world’s situation— 


A collapse of credit brought 
about by the substitution of political 
for economic control of the move- 
ment of the world’s commerce and 
financial relationships — financial 
settlements of the war—political 
barriers to commerce, such as tariffs; 
mental inflation; national extrava- 
gance—with certain of these influ- 
ences intensified by the changed re- 
lationships of the nations one to the 
other, particularly of the changed 
position of the United States from 
a debtor to that of a creditor na- 
tion. 


The result— 


Interference with and curtail- 
ment of the normal interchange of 
commodities and products, hence 
overproduction followed by drastic 
fall in commodity prices; abnormal 
amount of unemployment; reduced 
industrial earnings; radical fall in 
security values; general loss of 
confidence. 


Undoubtedly we would differ to a 
greater or less degree as to the state- 
ment of causes, both in expression and 
fact, but there can be no difference of 
opinion as to the results—they are facts 
and, unfortunately, facts which tend to 
react unfavorably one upon the other, 


Extracts from an address before the Bos- 
ton Chamber of Commerce. 


causing the situation to become increas- 
ingly more and more acute. 

As we stand today looking at the 
picture from the standpoint of one con- 
cerned particularly with the practical 
phases of the question it seems, in prin- 
ciple, there are two routes to follow: 
First, let nature run its course. That is, 
we can continue the deflation process 
which has been going on for the last 
two years and apparently we are not 
yet assured we have reached the point 
of stabilization. Statistics show that as 
measured by the wholesale prices of 
more than 200 commodities the fall in 
values has continued throughout the 
whole of 1931, although at a greatly re- 
tarded rate during the latter half, and 
that the purchasing power of the dollar 
as measured in terms of these commodi- 
ties as compared with the corresponding 
prices of 1926 reached the equivalent 
of $1.50, with the retail equivalent of 
approximately $1.20. The trend of 
security markets is only too well known. 
Prices must sooner or later become 
stabilized and wages, which have been 
the last to be affected, must come in 
balance. If nature is allowed to take its 
course it would mean an ultimate re- 
duction of not 10 per cent. in wages 
but considerably more for sooner or 
later all factors influencing costs must 
come in balance. If we follow this 
route we must remember that debts in 
various forms remain fixed, in principle, 
until equities continually being reduced 
become entirely eliminated, requiring 
forced liquidation of fixed indebtedness 
—all tending to force values still lower. 
What seems to me the most consequen- 
tial phase in this process is—through the 
drastic reduction of the income of the 
individual we are narrowing the spread 
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between that income and the necessities 
of life, thus limiting the ability of the 
masses to purchase the more-or-less luxu- 
ries of life upon which our high stand- 
ard of living and the employment of 
millions of our people depend. 

The question arises, is it best to let 
nature take its course? Can we not 
influence its course to a more construc- 
tive result? It seems to me it is per- 
fectly possible, through the adjustment 
of our credit structure, to stabilize prices 
at their present level or even at a higher 
level more in harmony with the present 
trend of wages. This really means, in 
effect, that we must broaden our base 
of credit but without in any sense de- 
parting from present monetary stand- 
ards. Such a process would be justified 
on the theory that deflation had largely 
over-run its course. We would then be 
maintaining a broader spread between 
cost of necessities and income; we would 
eliminate further general liquidation; 


we would protect equities and their rela- 
tion to debts and through the resulting 


increase in prices there would develop 
a wave of confidence through the psy- 
chological reaction that always comes 
when prices begin to rise. It is not at 
all impossible to assume that with the 
essentials fairly well established for an 
economic recovery this alone would form 
the basis of an actual start. We hear 
much criticism of the fact that some- 
thing was not done to control our recent 
inflation. To my mind it is just as sound 
to prevent values from becoming over- 
deflated with all the suffering and misery 
that goes with it as to prevent them 
from becoming over-inflated—it is a 
proper balance that is needed in all 
things. 
CONFIDENCE 


There is no denying the fact that, as 
we have proceeded down the decline of 
business activity from a point 20 per 
cent. above normal in 1929 to a point 
40 per cent. below normal at the end of 
1931, the degree of the decline and the 
element of time which has been involved, 
as well as the circumstances which have 
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attended the operation, have brought 
about an extraordinary, and it seems to 
me an uncalled for, lack of confidence 
as to the future, which brings me to 
probably the most important point 
which I could possibly make—that of 
confidence—confidence in the solidity of 
our institutions; confidence in the sound- 
ness of the fundamentals of our eco- 
nomic system; confidence in the main- 
tenance of the standard of living for 
which we have struggled for so many 
years. Lack of confidence develops 
through lack of understanding of the 
problem that presents itself. In other 
words, we cannot see our way out; we 
cannot definitely satisfy ourselves as to 
the repairs or adjustments that must be 
made in our economic machinery, neither 
can we satisfy ourselves that action can 
and will be taken. We should cast 
aside that approach and look at the 
problem from an even more funda- 
mental standpoint. Lack of confidence 
in the future means nothing more or 
less than that there has been a funda- 
mental change in the desires, ambitions 
and human reactions of mankind. _Irre- 
spective of what type of mechanism 
society may adopt as a means of capi- 
talizing human efforts, however neces- 
sary it may be to modify or redesign 
that mechanism as we proceed along the 
way, we can accept without reserva- 
tion the fact that man, irrespective of 
nationality or position in society, is as 
cager to maintain and advance his stand- 
ard of living as ever before in history. 
This, coupled with the fact that there is 
every reason to believe that man is will- 
ing to pay the price in work to obtain 
that objective, establishes a foundation 
of confidence in the industrial develop- 
ment of the future and assures not only 
the maintenance of our present stand’ 
ard of living but justifies every reason 
for belief that the future will witness a 
standard of living as far in advance of 
our present standards as our present 
standards are as compared with those of 
twenty-five years ago. Man still has 
the desire to possess, the willingness to 
work to possess; and the problem be: 
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comes one of ways and means to effec- 
tively capitalize those facts. 

We are not as badly off, at least 
relatively, as we think. Comparisons of 
industrial activity as well as compari- 
sons of security values resulting there- 
from must be made with respect to the 
same point in the business cycle, and 
not only that but due consideration 
must be given to what I might call the 
“amplitude” of that particular cycle. If 
we will approach our problem from 
that standpoint and make our compari- 
sons with 1921, which represents a cor- 
responding point of the previous busi- 
ness cycle, although one not nearly so 
protracted or as severe in its character- 
istics, we find that even in 1931, not- 
withstanding our subnormal rate of 
activity, we produced more steel, more 
copper, more motor cars, and more al- 
most everything than we did at that 
time and by a wide margin and we con- 
sumed far more than we produced. As 
a matter of fact, not only this, but we 
are now producing many things, the 
aggregate of which is enormous, like 
radios and electric refrigerators, the pro- 
duction of which was inconsequential at 
that period. Again, if we will plot the 
trend of security values over the 
decades, giving weight to the point that 
comparisons must be made on a com- 
parative basis, we find that those units 
of industry that continue to perform an 
economic and useful service to mankind 
continue to advance and increase in 
value when measured either in terms of 
gold or, more outstandingly, when 
measured in terms of commodity prices. 
The long-term trend is always upward— 
we go continually forward. 


INDUSTRIAL PROGRESS KEYNOTE 


It seems reasonable to draw the con- 
clusion that upon the future progress of 
industry depends the continued happi- 
ness and increasing development of the 
individual; that certain problems have 
arisen that apparently cannot be effec- 
tively dealt with without the co-opera- 
tion of Government with industry and 
that the injection of political motives of 
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Government into the economic necessi- 
ties of industry is sure to retard the 
breadth of action and the initiative upon 
which industrial progress is founded and 
has been developed. 

Many plans have been suggested and 
consideration is being given to ways and 
means of dealing with this problem of 
co-operation between Government and 
industry. One plan suggests the crea- 
tion of what has been termed a “Na- 
tional Economic or Business Council.” 
I can see in such a suggestion certain 
advantages and certain disadvantages. 
Like all such ideas, the result depends 
to a large extent upon its development. 
If it provides an entering wedge of polit- 
ical control or interference with indus- 
trial problems then it becomes a distinct 
liability. On the other hand, if its func- 
tions were limited to an advisory fact- 
finding body which could in a semi- 
official way, through public utterance, 
through recommendations to the Presi- 
dent of the United States and to the 
Congress, place before the people the 
viewpoint of industry and the economic 
side of the relation of Government to 
industry on such a basis, it is possible 
that a constructive result might ensue. 

If such a Council were to be created, 
I should like to see it consist of a limited 
number of individuals who have a direct 
responsibility to industry—who, as a 
matter of fact, have demonstrated their 
ability to deal successfully with prob- 
lems related to industry. I should like 
to see the problem approached from the 
standpoint of industry in Government— 
not from the standpoint of Government 
in industry. The influence or position 
that such a Council might have on vari- 
ous questions should carry weight, solely 
from the standpoint of the confidence 
that exists in its personnel. 

It must be remembered that the own- 
ership of American business is passing 
more and more into the hands of the 
masses and it is highly desirable that 
that process should be accelerated to the 
fullest possible extent. If the intelli- 
gent, saving, conservative and construc- 
tive portion of the people are willing to 
entrust their future protection through 
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the investment of their savings in our 
industrial institutions, they certainly 
should have confidence and respect for 
those who are responsible for the man- 
agement of those institutions. We are 
a democracy. We can only deal with 
our broad problems through the force of 
public opinion; the public consciousness 
and the public understanding. If, in 
the way suggested, we could inject the 
viewpoint and problems of industry and 
the necessity of an appreciation of eco- 
nomic laws into those policies of Gov- 
ernment which involve the economic 
structure and into the minds of the 
public, I believe out of such a program 
could be developed a better appreciation 
of the influence of all those factors on 
the prosperity of all concerned. 

It seems to me, therefore, that we 
might lay down a procedure something 
like the following: 


THE LONG AND SHORT HAUL 


First, for what I might term the lony 
and short haul. Irrespective of how un- 
satisfactory the immediate outlook may 
be, let us learn from the pages of his- 
tory that our progress over the decades 
is always upward. Let us realize that 
the fundamentals upon which our prog: 
ress has been established have in no sense 
changed. Let us accept the philosophy 
that the world desires not less but more; 
is willing to work for that objective. 
Let us have confidence that although our 
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economic machinery may get out of 
order at times that fact is only the 
means to higher standards of achieve- 
ment. 

Second, for the short haul. Let us 
have courage to deal aggressively with 
the problems of the moment. Let us 
recognize that the present situation, al- 
though carrying great and unusual 
responsibilities, offers great and unusual 
opportunities. Let us give our hearty 
support and encouragement to those who 
are striving earnestly to deal with the 
broad and difficult problems that face 
us. Let each perform his part by put- 
ting his house in order, both physically 
and mentally. The whole consists of 
a number of parts. If each will do his 
part it will have an important influence 
on our progress as a whole. 

For the long haul, let us recognize 
that problems have arisen which, in 
justice to all concerned, we must analyze 
and intelligently and effectively deal 
with; that we must approach these prob- 
lems from a broader base than hereto- 
fore, but in doing so we must not lose 
sight of or ignore the essentials which 
have contributed to the great progress 
already made. Let us have greater co- 
operation, individually, collectively and 
nationally; let us have a greater appre- 
ciation of the limitations of others in 
dealing with the problems in which 
others are concerned. Let us proceed 
carefully, governed only by a full recog- 
nition of all the essential facts. 





Figuring Checking Account Costs 


Simple Method of Analysis Will Show What Service Charge 
Should Be Imposed 


By J. L. Dart 
Comptroller Florida National Bank, Jacksonville, Fla. 


idea or wish that one can have con- 

cerning finance, can be fulfilled. For- 
tunately for the banker, proper scales of 
remuneration for some of them have been 
provided. However, the largest and 
most expensive single service the banker 
performs, namely, the checking account 
service, has, until quite recently, been 
provided without charge by the banker 
and as freely accepted by the depositor 
with a surprising degree of nonchalance 
as part of the banker’s duty. 

Just as certainly as there is a stage in 
the productive ability of land, beyond 
which further expenditures are not justi- 
fied by the returns received, so, with 
checking account service, it is possible 
for a bank to incur expenses in the 
rendering of such services to the point 
where the income received from the bal- 
ances maintained does not justify the 
expenditure. 

Such is the position in which the 
banker finds himself today with the aver- 
age checking account on his books, and 
whether we realize it or not, the deposi- 
tor is not to blame for this condition, for 
we, as bankers, have been too conserva- 
tive in regard to profits, even reasonable 
ones. We have emphasized—as a mat- 
ter of fact, we have over-emphasized— 
the value of checking accounts and our 
slogan has been “pay by check.” A 
checking account is valuable to the de- 
positor and after one is started most 
depositors find they cannot get along 
without it. Our mistake in inviting the 
world to become the owner of a check- 
ing account was made and our poor 
business judgment shown, when we for- 
got to consider whether or not the de- 

From an address before the Southern Bank 
Management Conference. 


|: the average bank of today, every 


positor could maintain a substantial bal- 
ance. We sought his business at any 
cost, whether large or small, profitable 
or not, and have paid more attention to 
the quantity of our accounts than to 
their quality. 

As a result, depositors opened ac- 
counts and neither they nor the bank 
knew whether the accounts were profit- 
able or not, each supposing that mutual 
benefit was being derived from the busi- 
ness. We were losing money and didn’t 
know it and the depositor was unwit- 
tingly letting some one else pay for the 
service he was receiving. Neither party 
would have approved had the situation 
been known. Nevertheless, upon the 
bankers alone rests the blame for being 
too free with service, which policy has 
resulted in diminishing profits. 

Thus there has been built up an un- 
economic situation which has been the 
subject of intensive study during the 
last few years and particularly of late, 
when the condition of business has made 
it not only desirable but necessary to 
correct all practices which have had a 
tendency to produce waste and to reduce 
profits. 

The average checking account is a loss 
to the bank; yet until a few years ago 
this fact was not known. If a bank will 
arrange its checking accounts according 
to balances, it will find that, as to num- 
ber, those averaging under $100 will 
represent 60 per cent. of its total ac- 
counts, the average balance being $30, 
and that the aggregate of such balances 
will be 2 per cent. of its total deposits. 
Those with balances between $100 and 
$200 will have average balances of $140 
and will represent as to number 15 per 
cent. of the total accounts and the aggre- 
gate balances will be approximately 2 per 
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cent. of the total deposits. Those with 
balances between $200 and $300 will 
have average balances of $245 and will 
represent as to number 7 per cent. of the 
bank’s total accounts and the aggregate 
balances will be 2 per cent. of its total de- 
posits. If it should care to continue this 
analysis, and I suggest that it do so, it 
will find that, as to number, accounts 
with balances between $100 and $500 
will represent less than 30 per cent. of 
its accounts and as to balances approxi- 
mately 7 per cent. of its deposits. Be- 
tween $500 and $1000, they will repre- 
sent as to number 6 per cent. and as to 
balances less than 5 per cent. 

A survey recently made of individual 
account balances of forty banks in the 
State of Tennessee resulted in the fol- 
lowing: A total of 45,000 accounts were 
found to have aggregate balances of 
approximately $7,300,000. Of this num- 
ber 14,500 accounts, or one third of 
them, had balances totaling $7,000,000 
or 96 per cent. of the aggregate while 
30,500 or two thirds of them had aggre- 
gate balances of less than $300,000, or 
approximately 4 per cent. of the total 
deposits. 


CHECKING ACCOUNT EXPENSES 


Now let us consider for a moment 
some of the expenses of a bank which 
are correctly chargeable to the handling 
of checking accounts: 

1. Cost of equipment, including 
ledger cards, signature cards, statement 
forms, bookkeeping machines, filing cabi- 
nets and sundry forms. 

2. Check books, pass books, deposit 
slips, check book holders, cost of printing 
special checks. 

3. Approximately 90 per cent. of the 
bank’s floor space devoted to this service, 
carrying with it a like percentage of rent 
and taxes. 

4. Postage for mailing statements, etc. 

5. Salaries. 

6. Burglary, robbery and forgery in- 
surance. 

7. Loss on float. 

8. Small rate of interest on reserve 
balances or no interest at all. 


Most of these expenses have been 
steadily increasing during the last few 
years, while the income that a bank re- 
ceives from its demand deposits has been 
very limited and, in fact, steadily dimin- 
ishing. A bank now averaging 4 per 
cent. on its investments is doing excep- 
tionally well. A bank can, of course, 
easily determine its rate of income by 
dividing its gross income from invest- 
ments by the average amount invested. 

The income which a bank receives is 
derived in the main from its deposits, 
for its capital funds are usually tied up 
in bank building and equipment. 

Another reason why checking accounts 
are unprofitable is the fact that so many 
depositors draw numerous checks against 
their accounts. An inactive account is 
obviously an inexpensive one to handle, 
while one having great activity is costly. 
The greater the activity, the more 
checks the bank is required to furnish, 
the more statements needed, the more 
time spent in its handling and the more 
clerks needed. Obviously a depositor 
should be limited in the number of 
checks the bank is required to handle, 
unless he is willing to pay for the addi- 
tional service he receives. 

The average depositor has no real ap- 
preciation of a checking account, nor 
does he understand or realize the value 
of an adequate balance. 

The reserve a bank is required to keep, 
which is based upon its deposit liability, 
is a contributing factor to unprofitable 
checking accounts, as is also the item of 
float. The average check deposited is 
credited immediately to the depositor’s 
account. If he is permitted to use the 
money represented by that check before 
it can be converted into actual cash or 
is available for interest, then the bank is 
doing nothing more nor less than grant’ 
ing an irregular and unsecured loan, and 
the bank permitting such, without mak- 
ing an appropriate charge, is out the 
interest on the money represented by the 
uncollected item. Rest assured that the 
correspondents, with whom the bank 
keeps its reserve balances, are not allow 
ing it interest on the items it sends them 
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for credit until those items are actually 
converted into cash. So why should the 
banker in the smaller community permit 
his depositor to use without charge 
money not actually to his credit? 


FACTORS DETERMINING WORTH OF 
AN ACCOUNT 


Now, to sum up briefly, we find that 
activity, reserves, float and balances are 
the contributing factors that determine 
an account’s worth or loss to the bank, 
not to mention the item of interest. 

When we consider the above men- 
tioned factors, we find that an account 
is not necessarily a profitable one merely 
because the depositor keeps what might 
be casually considered a good balance. 
Don't lose sight of the fact that the ac- 
tivity cost is a vital factor and a large 
number of transactions can make even 
the account previously considered good, 
look like the thief that it is, as it steadily 
makes off with bank profits. 

What 1s the remedy and how are we 
going to correct the situation? It is not 
as difficult to solve the problem as one 
might at first think. First, we must our- 
selves know what our services cost and 
then in a simple, concise and straight- 
forward manner, acquaint our customers 
with the figures. Human beings are 
normally fair and honest and if : the 
banker can show his customer where he 
is losing money by handling the latter’s 
business, the depositor will be found per- 
fectly willing to pay for the services he 
is receiving. As suggested, we must first 
show how much it costs us to handle 
checking accounts, and since the largest 
part of this cost is chargeable to the 
handling of items, let us begin by finding 
out what our per item cost is. 


FIGURING THE PER ITEM COST 


To do this we take the operating ex- 
penses directly chargeable to the com- 
mercial department or to the handling 
of these accounts, such as stationery, 
petage, insurance, depreciation on 
equipment, rent, taxes, etc., including, of 
course, tellers’ salaries, bookkeepers’ sal- 
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aries and salaries of all employes whose 
duty it is to handle checks or supervise 
their handling in the course of their 
journey through the bank, and divide 
the total of such expenses by the number 
of items handled. 

We will find by doing so that our 
per item cost will be between three and 
five cents, depending upon the efficiency 
of our organization and other factors. 
In arriving at this item cost, the item 
count, as well as the expenses, should 
represent at least six months’ operations, 
with a year’s preferable, so as to include 
seasonal fluctuations. The last item of 
expense chargeable to checking accounts 
which must be determined is the over- 
head charge. It has been my experience 
that it is extremely difficult, if it can be 
done at all accurately, to allocate various 
items of overhead to separate depart- 
ments. I do not believe that it can be 
done justly and that attempts in that 
direction result in acticn on a number 
of opinions and guesses and nothing 
more. A much simpler plan is to deter- 
mine the clerical cost involved and mul- 
tiply it by the ratio which such costs 
bear to the total cost of operating the 
bank. It is true that every customer 
does not use all the departments of the 
bank, yet he is doing business with the 
institution as it exists on the whole, and 
even the smallest depositor is affected by 
the actions of the loaning officers and 
the general policy as dictated by the 
management. 

This figure will vary, depending upon 
the size of the bank, the type of institu- 
tion and the extent of its services to its 
depositors, but will be found to be be- 
tween twenty-five and fifty cents per 
month per account. 

I am not trying to give actual figures 
so much as I am to bring to bankers’ 
attention the fact that, whether we have 
previously recognized it or not, there are 
certain definite and easily determinable 
costs that are correctly chargeable to the 
handling of all checking accounts. In- 
cluded in the number of items to be 
charged against an account in its analy- 
sis, should be every item that the bank 
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is required to handle for the depositor, 
those drawn on the bank by the deposi- 
tor and those deposited, no matter where 
payable, with the exception of checks 
drawn on the bank by accounts other 
than the one under analysis. We can 
readily see that should these be included 
in our count, the bank would be making 
a double charge, once to the customer 
depositing them and the second time 
when charged to the depositor signing 
them. 

Now let’s look again at those checking 
accounts which constitute 60 per cent. 
of the number of accounts in the aver- 
age bank in the light of the figures just 
obtained, and see if we still think as 
kindly of them as before. Such ac- 
counts, as previously stated, will average 
around $30, on which at 4 per cent. the 
bank earns ten cents per month. Ob 
serve that in arriving at this income, no 
deduction has been made for that portion 
of the balance which is non-income pro- 
ducing because of reserves or otherwise 
and which portion is a proper deduction 
to make when calculating the income 
earned on a balance, nor have we con 
sidered the overhead which is chargeable 
to every account, regardless of its size. 
To present the picture completely, let us 
use in its painting a per item cost of 
three cents, and we find that four items 
handled for the depositor cause a loss 
even with no consideration for overhead 
or reserve requirements. 

The method fast becoming popular of 
repaying the bank for such service is 
the flat service charge of $1 per month 
on accounts having average balances of 
$100 or less. An account which actually 
averages $100 per day, assuming that all 
deposits are either cash or in immediately 
available funds, will, after a deduction 
of 15 per cent. for reserve requirements, 
at 4 per cent., earn for the bank 29 cents 
per month, or, omitting the item of over- 
head, will cover at three cents per item 
the cost of handling ten checks per 
month. The ratio of ten checks per $100 
average collected balance per month will 
hold true, and many of our individual 
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accounts can be thus analyzed with very 
little effort. Do not, however, assume 
for one minute that one can handle ten 
checks per month per $100 of ledger 
balance, for there is a vast difference be- 
tween ledger balance and collected bal- 
ance. 

The account that maintains a ledger 
balance of several hundred or even thou- 
sands of dollars is often carried at a 
loss because of the activity and the fact 
that the ledger balance may consist en- 
tirely of uncollected items. 

Let a banker take figures now being 
used in analyzing accounts by a bank 
comparable in size and services rendered 
to his own institution, and subject some 
of those accounts he now considers good 
to such a yardstick, and note the answer. 
Then having satisfied himself that all 
accounts are not profitable, merely be- 
cause they appear so on the books, let 
him determine his own cost, and by 
analyzing his checking accounts, call a 
halt to the tremendous loss now being 
sustained by those that are unprofitable. 


SIMPLE FORMULA 


A simple formula will include the fol- 
lowing: Determine the daily average 
balance of the account, deduct from that 
the daily average of checks deposited 
that are in the process of collection, de- 
duct from that a per cent. corresponding 
to the bank’s reserve requirements, and 
then calculate earnings on the remain- 
der at the bank’s average rate of income. 
Count the number of checks deposited 
by the customer, eliminating those checks 
drawn on the bank itself, and add the 
number of checks drawn on the account 
and charged it during the month, which 
total multiply by the bank’s per item 
cost, and the profit or loss on a basis of 
actual expenditures chargeable to the 
account will be the result. From this, 
deduct the accounts pro rata share of 
overhead and the bank will have a fig’ 
ure which in a distressingly large num’ 
ber of cases will have to be written in 
red ink. 





Examining the Trust Department | 


Rapid Growth of the Business Makes Necessary Efficient Govern- 
mental Review as Well as Internal Scrutiny of Investments 


By F. R. BARNEY 
Assistant trust officer San Angelo National Bank, San Angelo, Texas 


with at least some assurance to the 

bank examiner for protection. Trust 
prospects are being told repeatedly that 
the trust department or trust company 
is regularly examined by state or na- 
tional authorities, as the case may be. 
Bankers’ opinions may differ as to what 
the nature and extent of these examina- 
tions should be, but the writer is sure 
they will concur with him that there 
should be some outside periodical check- 
up which would be thorough enough to 
disclose any irregularities or neglect of 
the trustee with respect to the invest- 
ments. 

With this thought in mind the writer 
sent out sixty-two questionnaires to 
state banking commissioners and chief 
national examiners and one to the office 
of the Comptroller of the Currency. 
Forty-three of the questionnaires sent to 
state authorities were promptly returned 
together with some from the national 
examiners, while several were forwarded 
to the Comptroller’s office for reply. The 
response exceeded expectations and a 
short summary of the replies given here 
indicates that the various authorities do 
recognize the responsibilities in this con- 
nection which rest upon them and are 
earnestly endeavoring to equip their ex- 
amining forces, where this has not al- 
ready been done, to properly examine 
corporate fiduciaries. 

To the question, “Are your examin- 
ers or any of them specially trained to 
make trust department examinations?” 
thirteen out of forty-seven answered 
“yes,” and four of the thirteen affirma- 
tive replies came from eastern states. 


Te trust-minded public is looking 


from an address before the Mid-Continent 
Tr: .< Conference. 


Of the thirteen who stated that their 
examiners were specially trained to make 
trust department examinations, twelve 
considered them capable of properly in- 
terpreting the provisions of technically- 
drawn wills and trust agreements. A 
few questioned if this qualification was 
necessary. To these it might be sug- 
gested that whether or not such a quali- 
fication is essential depends largely upon 
one’s conception of the responsibilities of 
his department, bearing in mind that a 
review of the investments alone of any 
trust would necessitate reference to the 
trust instrument. It ought not to require 
an LL.B., however, to properly inter- 
pret most wills or trust agreements in 
order to ascertain if specific trusts are 
being properly administered or if the 
investments are of the character author- 
ized. One of six who stated that they 
had special examiners for this work said 
that his department was employing for- 
mer trust men and men with legal train- 
ing especially for fiduciary examinations. 

Notwithstanding the fact that only 
thirteen claimed that their examiners 
were specially trained for the work, 
twenty-five said that they emphasized as 
strict an examination of trust depart- 
ments as of the commercial departments. 
It seems logical to observe, however, that 
it is one thing to emphasize and quite 
another thing to get results from exam- 
iners untrained in this technically in- 
volved branch of banking. 

A few months ago, the writer asked 
a national examiner, who had been ex- 
amining trust departments for some time, 
what he would give, as a beneficiary 
under a trust, for the examinations he 
made. 

“Not a red cent,” he quickly and 
frankly replied, “but,” he added seri- 
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ou-ly, “I would be only too glad to avail 
myself of an opportunity to study this 
subject or to take a special course in 
trust accounting if the privilege were 
afforded me.” “Better still,” he con- 
tinued, “it might be well to employ 
enough well-trained examiners in each 
district to do this work exclusively.” 
Contrary to the views of this examiner, 
however, twenty-two assured the writer 
via the questionnaire that they would be 
satisfied, as beneficiaries under trusts, 
with the examinations made. Yet from 
some states where a considerable volume 
of trust business is done came emphatic 
negative answers. 


QUALITY OF INVESTMENTS 


Twenty-six were of the opinion that 
“trust investments are of generally high 
quality and are receiving the proper at- 
tention of the boards of directors of the 
institutions in question.” One or two 
interesting comments in this connection 
are worth quoting. This from a chief 
national examiner: 

“This business is developing quite 
rapidly, and, in fact, seems to be grow- 
ing faster than is the management of the 
banks, this criticism applying usually to 
cases where the executive personnel is 
handling this additional business, though 
untrained for it.” 

From a far-western banking commis- 
sioner: 


“It has been our experience that in 
the smaller banks the trust department is 
delegated to someone who is inexperi- 
enced and incompetent with the result 
that it is poorly handled, which reflects 
adversely on the trust business as a 


whole. In other words, the trust de- 
partment is just as good as its manage- 
ment and no better.” 

From a banking commissioner of a 
state where a large volume of trust 
business is done comes a quotation worth 
considerable thought: 

“We find that, except in small institu- 
tions where we can handle the situation 
in the trust departments, our test-check- 
ing of securities against the records and 
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examining the instruments governing the 
trusts is much more satisfactory than 
simply checking the items against the 
book record. As for keeping a run- 
ning record in our files to be checked up 
at the subsequent examination, particu- 
larly in large institutions, that is entirely 
out of the question,” and he might have 
added, “unnecessary.” To quote fur- 
ther: “The nature of the examination 
of trust departments depends upon the 
character of the institution and the safe- 
guards set up by it.” 

This banking commissioner hit squarely 
upon the point and his remarks would 
indicate that his department is earnestly 
striving to fulfill its duty to the public 
to strengthen the bulwarks from without 
while the various institutions are forti- 
fying their systems from within. 

Finally, with reference to these ques- 
tionnaires, all but one, and some heart- 
ily, said they would welcome the co-op- 
eration of the Trust Company Division 
of the American Bankers Association in 
improving the general system for exam- 
ining corporate fiduciaries. 


IN WEST TEXAS 


The experience of the writer in West 
Texas has been that we do not get the 
examination of our trust department that 
we should—the examination in fact that 
our customers are entitled to. Of course, 
there is not so much trust business in 
West Texas as in some parts of the 
country, but it is there to get. The pol- 
icy of the bank with which the writer 
is connected has been to prepare for the 
business before we go after it and it 
is that policy which he is urging should 
be still more vigorously pursued by the 
examining authorities. If, as one chief 
national examiner suggested, there should 
be some remuneration for their efforts, 
our bank for one would gladly stand an 
assessment if they would give us the 
examination we want—and we would 
charge the fee to advertising. 

Since two years ago at this time, when 
our trust department was opened under 
a full time trust man, we have written 
over $20,000,000 worth of trust busi- 
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ness, based on recent valuations when a 
barrel of oil would buy from one to two 
cups of coffee and a bale of cotton three 
or four good shirts. We have had our 
problems, of course, but with our board 
of directors taking an active interest in 
the trust department, we believe we have 
equipped ourselves to meet and cope 
with any situation which may. arise. 


TRUST DEPARTMENT SYSTEM 


For our general trust business we have 
equipped our department and worked 
out our own system which to date has 
proved quite satisfactory. 

As there is a good demand for money 
in our section of the country, most of 
our trust funds are invested in notes 
secured by first mortgages on ranch or 
city property or other adequate security. 
The ups and downs of the stock market 
are the least of our worries so far as our 
investments are concerned. 

To insure proper attention to our in- 
vestments and general fiduciary duties, 
we report to the directors each Wednes- 
day morning. These written reports are 
filed by the president in consecutive or- 
der, together with copies of his instruc- 
tions delivered to the department after 
each meeting. In our reports, we 
take up: 

1. Action taken by the trust depart- 
ment on instructions to it from the 
directors affecting previous reports. 

2. Notes or investments maturing in 
the near future with a summary of each 
security, financial condition and _perti- 
nent facts relating to the notes or securi- 
ties which will guide the directors in 
making their recommendations. 

3. All notes on which the principal 
or interest is past due. When reporting 

ast-due paper all relevant information 

ist be furnished, including a descrip- 
ion of the security. If the security con- 

: of city real estate, we are required 

make an inspection immediately and 

sport our findings. If it were possible 
to take an estate or trust without in- 
he: ting many so-called investments along 
wih it, we would, of course, be relieved 
of many worries. 
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4. Any idle funds available for in- 
vestment are listed. 

5. Prospective investments, after be- 
ing thoroughly investigated, are reported 
by the department. Sometimes these 
offered investments are approved or re- 
jected forthwith by the directors. Again 
they may call for further information 
before they definitely act upon them. If 
approved, they are filed to await avail- 
able funds. Before any funds are finally 
invested, however, the specific transac- 
tion must be submitted to the board arid 
an approval recorded in its minutes. 

6. A detailed report of one estate or 
trust’ is given each week. 

7. Any other matters deserving of 
the attention of the directors are in- 
cluded in the report. 

8. New business closed since last re- 
port with information to indicate the 
prospective value of that business. 

A list of all other investments, such as 
stocks or bonds, is also regularly sub- 
mitted for recommendation or approval. 

Periodically a committee of the direc- 
tors surprises the department and makes 
an examination, guided by the directions 
given for this examination by the Comp- 
troller’s office. 


A PRACTICAL PLAN 


This is not a tentative plan of action 
which we have worked out theoretically, 
but one which we have been practicing 
long enough to prove its practicability. 
Of course, it takes time and considerable 
work to get out these weekly reports. 
At times they even cause embarrassment 
to us in the department and we are 
almost sorry the system was ever in- 
augurated. Still, work does not lag and 
matters are not so apt to go without 
attention under the plan. 

In view of the fact that we assure our 
customers that their estates, if placed in 
our care, will have the direct supervision 
of our board of directors, we are con- 
science-clear under the present system. 
We believe everyone in our organization 
is sold on the trust department and 
naturally enough our directors have seen 
fit to give us their business. Personally, 





142 


the writer feels that in order for a bank 
to qualify to do a general trust business, 
it should first offer proof that its direc- 
tors who have need for fiduciary services 
have all appointed their bank in that 
capacity. The public could then feel 
reasonably assured that its funds would 
be properly administered. 

Most bankers can remember when the 
terms “banker” and “honest man” were 
generally accepted as synonymous. Today 
trust prospects will ask what other safe- 
guards the institution offers besides 
reputation. There may be some who in 
a justifiable complacency, engendered by 
billion-dollar balance sheets, would be 
inclined to underestimate the significance 
of the situation. If the writer has made 
any broad statements they may have 
been inspired by a familiar phrase, “all 
the rest, residue and remainder of my 
property I give, devise and bequeath 
unto the Blank Bank in Trust.” That is 
also a broad statement—a manifestation 
of confidence which bankers cannot too 


diligently strive to uphold. The writer 
does not believe that it requires more 


laws to do it. Several questionnaires 
and letters suggested more rigid laws to 
limit legal investments, to surcharge the 
trustee with losses, to hold personally 
liable the personnel responsible for losses, 
malfeasance or nonfeasance. A bank’s 
board of directors ought to be as well 
qualified to pass on investments in its 
locality as a group of legislators from 
other sections of the state or nation. All 
we bankers need is a general daily appli- 
cation of calisthenics to our gray matter 
and momentum to our good intentions. 

Just as many people who need religion 
don’t go after it, so corporate fiduciaries 
most greatly in need of the splendid 
suggestions and services offered by the 
Trust Division of the American Bankers 
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Association do not avail themselves of 
them. The Trust Division might also 
place the various banking departments 
on their mailing list and keep these 
authorities posted on what is being done 
by the most progressive institutions and 
otherwise make available to the authori- 
ties new ideas and suggestions which in 
turn could be passed on to those who 
need them by the examiners in the field. 
Better examinations would encourage 
better internal organization of fiduciaries 
and improved systems would mean better 
and more business. 

In making these suggestions no re- 
flections upon any state or national 
supervising authorities have been in- 
tended. This trust business is rather a 
new thing in some parts of the country 
and it takes more than a few months or 
even a few years to equip their forces 
to handle the situation to their satisfac 
tion. Likewise a profound faith in the 
trust institutions of this country is well 
justified. The business has for its in- 
ception the trust and confidence of the 
people. It cannot too carefully guard 
that trust. The writer firmly believes 
that most corporate fiduciaries recognize 
their responsibilities and are earnestly 
equipping themselves to discharge them. 
At the same time, he is sure that sugges: 
tions from well-trained trust examiners 
would be of inestimable value to the new 
departments as well as the old in the 
improvement of their systems. The 
Trust Division of the American Bankers 
Association could do much to aid the 
examining authorities and I know these 
authorities would appreciate such co 
operation. There are vulnerable points 
which could be strengthened and the 
writer is convinced of the infallibility of 
a saying based upon the teachings of a 
most respected trust advocate: “As ye 
sow, so shall ye reap.” 





Title Insurance for Realty 


Its Use Would Simplify and Cut Down Costs of Transferring 
Real Estate 


By WILLIAM H. McNEAL 
Vice-president New York Title and Mortgage Company, New York 


southern state and saw a farmer 

preparing his ground for the cur’ 
rent crop. Two men were in the field: 
one followed a mule and a double shovel 
and the other drove a bullock hitched to 
a Georgia stock. I was startled for a 
moment with the thought that my train 
was twenty-five years late, and it oc: 
curred to me that the singularity of the 
occasion presented not an element of 
time, but a problem in economics, I fell 
to thinking of how much that farmer 
had lost in the last twenty-five years by 
failing to keep abreast of the times. 

What other line of business presents 
the picture of the southern farmer more 
accurately than does the title business, 
carried on, as it is, under the same 
methods which prevailed twenty-five or 
even fifty years ago. The real estate 
operator, the mortgage banker, the mort- 
gage buyer, and the real estate owner are 
still, figuratively speaking, driving to 
church with an ox team and sitting on 
split log benches. 

The system of title searching and re- 
porting in general use today is a con- 
tinuation of the plan devised fifty years 
ago, which has, with the passing of time, 
become more and more laborious and 
complicated as records have accumulated, 
families have scattered and titles have 
been handed down by laws of descent 
and distribution, wills and intestacies. 
Wars, pestilence, fires, earthquakes and 
storms have contributed to the delin- 
guency of titles and, not the least of all, 
the passing of the pioneer from whom 
athdavits of possession and heirship have 
heretofore been available. Review the 
history of any piece of property with 


Sie years ago, I rode through a 
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which you are familiar and consider how 
many times it has changed hands in the 
last fifty years. Compute, if you will, 
what it has cost the owners for abstracts 
and attorneys’ opinions, for affidavits, 
quit claim deeds, corrective instruments, 
and the lost motion of realtors, mortgage 
bankers, attorneys and others in com- 
pleting transfers and financing. 

Is it any wonder that one of the topics 
usually discussed at realtors’ and mort- 
gage bankers’ conventions is “How shall 
we solve the title problem?” Is it any 
wonder that realtors chafe under the 
delay in collecting commissions? 

To curtail the economic waste in the 
transfer of real estate is one of the needs 
of the day. I believe that the remedy 
lies in the proper application of title 
insurance to the needs of the public and, 
if applied by title men and adopted by 
realtors and mortgage bankers, it would 
within a few years revolutionize the title 
business, as well as the sale and financing 
of land. This remedy is not advocated 
solely for the benefit of title insurance 
companies, but also because of a sincere 
desire to put the title business of the 
country on a more economical basis and 
thereby save hundreds of thousands of 
dollars annually which are now being 
spent in duplication of work and lost 
motion. 

The direct and indirect cost of title 
transfers in the United States, although 
impossible of determination, can safely 
be estimated as running into many mil- 
lions of dollars annually, a large portion 
of which is avoidable by the adoption 
generally of modernized methods. A 
farmer or merchant will follow the 
antiquated method of land transfers and 
think nothing of it, but now that he has 
learned to economize his time in other 
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directions, he would not think of going 
back to the horse and wagon for trans- 
portation or delivery of goods. 

The answer to the question—How can 
methods and costs be improved upon?— 
is title insurance. 

Take the case of a real estate transfer. 
After it has been agreed by the attorneys 
for both buyer and seller that the title is 
marketable and good, let the seller pro- 
tect himself under his warranty of title 
by purchasing for the buyer a title in- 
surance policy, or let the buyer protect 
his investment by purchasing a policy in 
his own favor, for perhaps if he got a 
judgment against the seller under the 
warranty clause in his deed, he couldn't 
collect. A title insurance policy will 


cost him but a very small fraction of the 
value of his property and if it is written 
by a responsible company and one whose 
policy form is standard, he and his heirs 
will be protected always against any 
claim that may be asserted against his 
title affecting its validity at the time he 


bought it; and he can sell it with abso- 
lute assurance that his policy will protect 
him against liability under his warranty 
for defects alleged to exist prior in date 
to his policy. “But where does the 
economy come in?” one asks. The 
economy comes in from the date of the 
first policy on. 

Brown has his title insured today. 
Next year, he sells to Smith. In his 
contract, he agrees to furnish Smith a 
title policy as evidence of his title to the 
property. They go with their realtor to 
the office of the title company in the 
county seat or in their home town and 
there deliver over the contract of sale, a 
deed from Brown to Smith, and a check 
for the purchase price, all of which will 
be held by the title company under an 
escrow agreement which sets out the de- 
tails of disbursement. Brown delivers 
his title policy to the title company, as 
evidence of his title and instructs it to, 
when ready, deliver the deed to Smith 
and disburse the money according to the 
escrow agreement. The day is Friday, 
and Brown says to the title company, 
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“I’m leaving Sunday morning at 5:20 for 
Paris by airplane and I must have this 
settled before I go.” Realizing the de 
sirability of just that, what does the title 
company do? Does it start its search 
of the title at a date prior to the time 
Betsy Ross made the Flag and dig up 
all the missing links, the broken chains, 
defective acknowledgments, etc., etc., 
etc., that have been before attorneys 
every time the title has changed hands 
for the last hundred years and lay them 
before Smith’s attorney again for inter- 
pretation before closing the deal? No— 
what it does is to look at the date of the 
title policy and begin its search there, 
bring the title down to date, and finding 
nothing new except a mortgage executed 
by Brown during his ownership, a small 
judgment and current taxes, all of which 
are to be taken care of under the terms 
of the escrow agreement, it then records 
the deeds, pays off the mortgage, judg- 
ment and taxes, settles with the realtor, 
secures Smith by issuing to him a title 
policy and pays the balance of the sale 
price over to Brown, who changes his 
plans and hops off Saturday noon. 

It would insult the intelligence of any 
man who ever experienced a real estate 
deal to point out to him where and why 
the latter transaction cuts out the eco 
nomic waste evident in the preceding 
example. Suffice it to say that Smith's 
policy is what is known as a reissue 
policy, because the title, having once 
been insured in Brown, is now continued 
down to date and reinsured in Smith 
and on this the rates, including the in- 
surance premium, are exceedingly rea- 
sonable. Each subsequent transfer of 
that title can be handled in the selfsame 
way and there grows up in the com 
munity a respect for titles which makes 
them immediately liquid as a basis for 
financial operations. Why should there 
be more reason for questioning a man’s 
title to real estate than for questioning 
his integrity in a banking transaction, 
yet to borrow on his real estate immedi- 
ately suggests an exhaustive and expen: 
sive investigation. 

Title insurance is undoubtedly the 
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modern and scientific method by which 
titles are transferred, since it not only 
does away with the economic waste, but 
provides protection to those owners or 
lenders whose titles are legitimately or 
maliciously attacked by providing with- 
out cost to them an adequate legal staff 
for their defense, and in case of ultimate 
loss, full and complete recovery in the 
amount of the policy. In title insurance 
there is no recurring annual premium, 
except as titles change hands and reissue 
policies are issued, and a policy insuring 
a title in fee simple never expires. Titles 
are insured that are perfectly good and 
will never be questioned. Others are in- 
sured that appear good but prove bad. 
Others which are defective and unmar- 
ketable are sometimes insured, but are 
never attacked and become good by 
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operation of law. There is absolutely 
no way of correctly or approximately 
fixing the mortality rate of titles except 
by averages over a long period of years, 
since a title insured today for a small 
premium might be successfully attacked 
forty years hence under certain condi- 
tions. Titles have been attacked because 
of defects one hundred years old. It 
may rightly be said of title insurance 
companies that they have no fixed lia- 
bility except that represented by claims 
filed against one at the moment, since 
all titles insured are presumed to be good 
and it is impossible to prophesy or pre- 
determine attack or vulnerability. There- 
fore, while it is spoken of as title in- 
surance, it is in fact assurance—assur- 
ance that the title is good or that it will 
be made good or paid for. 


School Savings Banking in Critical Period 


HAT school banking is going 
through a critical period today due 


to economic and financial condi- 
tions, and that this crisis is a challenge 
to the prowess of teachers in assisting 
children to become adjusted to their eco- 
nomic environment, is brought out in an 
article, “The ‘Dangerous Age’ of School 
Banking,” which appears in the January- 
February issue of the Thrift Almanack, 
published by Thrift, Inc., Chicago. 

Never has there been a better oppor- 
tunity for teaching thrift in the schools, 
it states, and cites statistics of school 
banking during 1930-31, compiled by 
the American Bankers Association, as 
proof, 

According ‘to these figures, in that 
year of crisis and distress, 4,482,634 
school children made deposits of $26,- 
783,610 in school banks. On June 30, 
1931, there was $50,744,840 standing 
on deposit to the credit of school chil- 
dren. In that same year about $24,000,- 
000 was withdrawn from children’s 
s-hool banking accounts to pay for rent, 
tixes, fuel, hospital bills, to buy clothes 
and for education. In thousands of 
| omes the school bank funds represented 


the only cash reserves the families 
possessed. 

That school children are not too 
under-developed mentally to be able to 
grasp the lesson of the depression, 
brought home to them as it is by cur- 
tailed allowances and family financial 
discussions, is an argument in favor of 
continuing the work of thrift teaching. 
It is also pointed out that children can 
be made to realize at present, when all 
the world is talking cause and cure of 
the depression, that their own savings, 
piled up to such a formidable sum as 
$50,000,000, are helping keep men at 
work and factories in operation. 

In conclusion the article emphasizes 
that the lesson of the depression and 
the lesson of school banking are identi- 
cal. Both teach the necessity of money 
management, which always includes the 
laying aside of reserves. Unless the re- 
serves are provided for and the savings 
effected, the thrift teaching moves into 
the realm of theory and its effect is lost. 

Thus, says the article, anything but an 
aggressive promotion of thrift work in 
the schools at present is unsound educa- 
tionally and an opportunity slighted. 





They Like Banking 


Bank Presidents Enjoy Their Jobs — Think Banking Offers Oppor- 
tunities for Young Men — Suggest Training 


been the subject of all sorts of 

public discussions, conversational 
and written. They have been blamed at 
one time or another for practically all 
the ills of the world and charged with 
the responsibility for keeping things go- 
ing when no one else seemed to know 
what to do. In the last year or two 
there has been an increasing number of 
writers who have taken looks at banking 
and proceeded to tell, in the more popu- 
lar periodicals, how the banking situa- 
tion appears to them. 

In view of this enlarged public in- 
terest in banking, the Wisconsin Bank- 
shares Teller, publication of the Wiscon- 
sin Bankshares Group, decided to see how 
the bankers themselves really felt about 
their profession. Do the rewards and sat- 
isfaction it offers offset the tremendous 
responsibility it imposes? Does it still 
seem worth while after the two years we 
have just gone through to have expended 
so much energy and ingenuity to main- 
tain the soundness and reputation of 
one’s bank, only to realize that often 
those whom the bank has helped the 
most are the least appreciative? If the 
bankers could choose over would they 
go into banking again, and would they 
advise ambitious young men to enter 
the profession today? 

These are some of the questions the 
Teller asked the presidents of the banks 
in the Bankshares group. 

Bankshares presidents believe in their 
jobs. Their greatest reward comes from 
the knowledge that they have built up 
sound and successful banking institutions 
which have helped to build up their 
communities. They believe the oppor- 
tunities bar‘sing offers to the young man 
starting out today are greater than ever 
before, and they recommend that he 


Bis and bankers have always 


From the Wisconsin Bankshares Teller. 
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prepare himself as thoroughly as possible 
in economics and financial subjects be- 
fore entering a bank. 


STIFF REQUIREMENTS 


“The banker of tomorrow should be 
a Ph. D.,” says John R. Stewart of the 
Sixteenth Ward State Bank, Milwau- 
kee, “specializing in political economy, 
scientific business management, law, ac- 
counting, international commerce, finance 
and banking.” These are rather stiff 
entrance requirements for the banking 
freshman, but Mr. Stewart's suggestion 
is indicative of the new attitude toward 
banking as a profession. 

T. R. Hefty, president of the First 
National Bank of Madison, suggests that 
“if a young man is inclined to the bank- 
ing profession he should first prepare 
himself with educational qualifications 
equal to at least two years’ of general 
college training as an educational back- 
ground; second, experience in a well 
organized and efficiently operated bank 
of some size, and third, an intensive 
study of the economic and business in- 
tere:ts of the community in which he 
expects to live.” 

But of course everyone can’t go to 
college. There are any number of out- 
standing bankers today who never went 
through high school. There are plenty 
of leaders in all lines of business who 
never had any formal education. A 
college degree does not guarantee suc’ 
cess, in banking or in business or in life. 
It should make it easier to get ahead 
faster, but in the long run the distance 
one goes toward the goal he sets depends 
on the intelligence and diligence with 
which he approaches his own individual 
problems. 


MUST KNOW PEOPLE 


In this connection it is interesting to 
note that though seventeen out of 
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twenty-two of the Bankshares presidents 
who answered the questions would ad- 
vise prospective bankers to finish college 
first if possible, rather than spend those 
four years in a bank, the qualities they 
mentioned being most essential for suc- 
cess were those which resulted from a 
close study and sympathetic understand- 
ing of human nature. Knowledge alone 
does not make a successful banker. He 
must know banking, he must know 
people, he must have good judgment and 
must have at all times the courage of his 
convictions. He must have a pleasant 
personality, “good common sense, and 
the ability to make and keep friends” 
(quoting Charles H. Kendall, president 
of the Oakland Avenue Bank of Mil- 
waukee) and with these qualities must 
also possess “nerve, the ability to think 
fast, and the courage to place duty above 
friendship,” as F. B. Luchsinger, presi- 
dent of the First National Bank of 
Monroe, expresses it. Which is perhaps 
what another president meant when he 
suggested the “ability to take punish- 
ment and like it” as the most essential 
success quality for a banker. Of course, 
the question took for granted the pre- 
liminary requirements of honesty, indus- 
triousness and average intelligence. 

If there is anyone who still has doubts 
about bankers being human, let them 
pay attention to the following deduc- 
tions from the inquiries concerning the 
rewards of the profession. Apparently 
it is not financial gain that keeps bankers 
banking. There is something bigger, 
more satisfying than money, that keeps 
them at it for life after they once get 
the feel of it. Stop and think how many 
bankers you know of in your own ex- 
perience who have left banking to go 
into some other business. Men, that is, 
who have stayed in it long enough to 
feel the real pull of it. The answers 
were fifty-fifty as to whether the finan- 
cial rewards in banking had been as sub- 
stantial as might have been expected in 
some other line. The biggest rewards 
were considered to be things like this: 
“The satisfaction that the country bank 
I'm connected with has come through 
some pretty tough years without impair- 
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ment of confidence which was estab- 


lished a great many years ago” (Frank C. 


Meyer, the Union State Bank of Lan- 
caster); “the creation of a friendly or- 
ganization of interested young men and 
women and the knowledge and develop- 
ment of the cross-section of the com- 
posite financial interests of the com- 
munity” (T. R. Hefty, First National 
Bank of Madison); “the fine contacts 
and friendships made, sometimes leading 
to lasting business connections” (Frank 
Pierce, First National Bank, Menomo- 
nie); “to have been an adviser and 
counsellor to many people, and to have 
served in a capacity of a more or less 
public servant” (G. W. Brickbauer, 
State Bank of Plymouth). Joseph M. 
Wolf of the North Avenue State Bank 
of Milwaukee believes that “good service 
to a community insures its own reward,” 
and the comments of these men who 
have been serving their communities well 
for many years surely bears out his 
statement. 


STUDY — AND MORE STUDY 


The process of being a banker involves 
a lot more than preliminary preparation. 
“If a banker could forget his business 
after locking the doors at night it would 
not be so bad,” commented one presi- 
dent. But if, as M. C. Mertz, president 
of the Security Bank of Oshkosh, says, 
“any business is what you make it, 
rather than what the business makes of 
you,” the banker must go right on study- 
ing to keep himself informed concerning 
the latest developments in business and 
financial matters. 

“Most employes are too easily satis- 
fied,” is the criticism of one Bankshares 
banker. “They seem willing to be part 
of ‘the machine’ and know too little 
about business.” The correspondents 
were all in favor of some serious study 
for selt-improvement on the part of bank 
employes, either in the way of intensive 
study of banking theories and methods, 
or in the study of business with particu- 
lar reference to the bank’s customers in 
the community. For college courses they 
seemed to favor specializing in business 
and financial courses, though several sug- 
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gested a preliminary general course as a 
foundation, followed by a specialized 
course. 

The most significant thing about this 
investigation is the appreciation of the 
need for specialized training for bankers. 
The day has gone, if indeed it ever ex- 
isted, when it is possible to get a job as 
messenger at the age of fourteen and 
over a period of thirty or forty or fifty 
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years rise automatically to the heights of 
the presidency. The banker of tomor- 
row will be faced with bigger respon 
sibilities. Business horizons are widen- 
ing; community problems are becoming 
aspects of world problems. The banker 
cannot separate himself from this de- 
velopment. It is this challenge to keep 
up, and ahead of, the procession that 
constitutes the thrill of being a banker. 


Cut in Government Expenditures Urged 


by A. B. A. 


RASTIC curtailment of govern- 
mental expenditures” is urged in 


a communication sent from the 
American Bankers Association by its 
president, H. J. Haas, to Vice-President 
Curtis; John N. Garner, Speaker of the 
House; James W. Collier, chairman of 
the Ways and Means Committee of the 
House; Joseph W. Byrns, chairman of 
the Appropriations Committee of the 
House; Wesley L. Jones, chairman of the 


Appropriations Committee of the Senate; 
and Reed Smoot, chairman of the Com- 
mittee on Finance of the Senate. 

The communication follows: 


The American Bankers Association, through 
its members representing the bankers of the 
nation, respectfully calls upon all members of 
Congress to join hands with those who recog- 
nize that present conditions demand a dras- 
tic curtailment of governmental expenditures 
in every possible way, to the end that public 
confidence in the high credit of Government 
may remain unimpaired. 

The prime requirement of sound govern’ 
mental finance is a balanced budget. We 
believe, therefore, that effective measures to 
bring this about through devoted co-operation 
for the public good, ccnstitutes the first and 
foremost duty of the administrative and legis- 
lative branches of our Government. 

Balancing the Federal budget under exist- 
ing circumstances clearly demands two lines 
of action—first, a reduction of expenditures; 
and second, an increase in income. This 
means unequivocally that the cost of govern- 


ment must be cut down on the one hand; 
and, on the other, that effective and equitable 
tax measures must be devised to assure ade- 
quate revenues for all proper expenditures. 

There can be little hope for private busi- 
ness stability unless the Federal Government 
is kept upon an operating basis that will sus- 
tain its efficiency and maintain its credit. The 
deliberations of Congress should make clear 
to our people that the Government cannot 
continue to live beyond its income without 
disaster, and Congress should act fearlessly in 
the light of this public understanding. 

Federal funds come only from the pockets 
of the people—through either taxes or loans. 
There must be a sound balance in the use of 
these two methods. If fresh loans. are too 
numerous or extensive, pre-existing security 
values are impaired, injury done to Govern- 
ment credit and burdensome charges created. 
If taxes are too high, and particularly if not 
equitably spread, business is crippled and the 
capacity to pay weakened. 

To avoid these disastrous results, policies 
of rigid economy in government are of prime 
importance. The people are demanding in no 
uncertain terms that every last dollar of 
avoidable governmental expense be done 
away with and that every dollar of unavoid- 
able expenditure be made to bring a full re- 
turn of economic and efficient public service. 
This applies not only to the national govern- 
ment but to every state, county, city and 
other taxing jurisdiction. The influence seeps 
down, not up, and local governments look to 
the Federal Government for leadership. 

The American Bankers Association re- 
spectfully urges that every effort and every 
faculty of our national legislature be devoted 
to this purpose until its aim is accomplished. 





A Layman Speaks His Mind 


Newspaper Man Tells Bankers They Do Too Much for Nothing 
and Do Not Receive Enough Pay for Their Legit- 
imate Services 


By Roscoz CaRLE 
Publisher Fostoria Daily Times, Fostoria, Ohio 


N a copy of a popular magazine, 

James R. Crowell, under the title 

of “Debunking Banking,” has given 
some excellent illustrations of services 
rendered by banks free. They do it for 
advertising, or, if not strictly advertising 
as a newspaperman understands it, to 
keep up with competitors. Mr. Crowell 
mentions some freak services that the 
writer did not know and there are a 
multitude of smaller services that he 
does not mention. 

To quote in condensed form some of 
his statements: 


The American Bankers Association 
has found that the 24,000 banks of this 
country are giving away $300,000,000 
annually in free services. 

Some of them in large cities meet 
customers or customers’ relatives who 
are stranded and give them a helping 
handout at the boat or train, including 
a loan for the ticket home. 

Banks in several cities have day 
nurseries and actually take care of the 
children of mothers who are down street 
shopping. 

Overdrafts are honored and small ac- 
counts carried at a loss of time and 
stationery. 

Various services are given and minor 
expenses are incurred in courtesies to 
relatives of influential customers, or de- 
sired customers. 

Banks compete with rivals in distrib- 
uting Christmas baskets. 

They take over the job of delivering 
payrolls, also in competition. 

They become disbursing agent of cus- 
tomers for their household expenses 


— 


From the Tarheel Banker. 


when a rival bank starts the same in its 
home economics department. 

When one bank happily adopts a ser- 
vice for collecting school savings and 
fraternal dues, the others quickly follow. 

They make out income-tax blanks for 
customers and friends. 

They supply costly calendars to all 
business houses, each receiver getting 
one from each of the other banks, too, 
as well as from all the insurance agents. 

They give away: 

Pencils. 

Dime banks. 

Memorandum pads 

Almanacs printed for the bank. 

They permit Mr. Smith to deposit an 
out-of-town check with his left hand 
while drawing a check against it with 
his right. 

About 56 per cent. of the checking 
accounts do not pay the handling cost, 
being so small that they represent only 
2.9 per cent. of the total deposits. The 
annual cost resulting from unprofitable 
accounts is $2,000,000, while small sav- 
ings accounts that are ultra-active lop 
off another $750,000 from profits. 

The item for assistance in preparing 
income-tax returns is $500,000. 

Operation of school savings banks in- 
volves a net annual deficit of $1,250,000. 

Cashing out-of-town checks for non- 
customers causes a direct annual loss of 
$1,000,000, while cashiers’ checks are 
issued to this same group of persons for 
payment of local bills at an expense of 
$1,500,000. 

Free issuance of travel checks and 
letters of credit goes into the red for all 


- of the banks to the tune of $750,000 a 


year. 
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Christmas savings clubs, even without 
interest promised, clip another $1,000,- 
000 off the profit sheet. Some bankers 
contend, however, that they are lucra- 
tive. 

It costs banks $10,000,000 annually 
to provide check books, pass books and 
deposit slips. It is recognized, however, 
that the customers cannot be charged 
for these. 

Many banks are compelled by the in- 
exorable urge of competition to pay out 
interest on balances of mere commercial 
deposits. The rate is about 2 per cent. 
but the annual loss is $35,000,000. 


Mr. Crowell does not mention the 
interest paid on balances secured by 
solicitation unneeded for loans but 
carried to swell the published statement 
of assets. The interest on this is surely 
a tidy sum. 

“Float,” the dead cash, capital, or 
credit, involved in the transition of 


funds checked from one bank to a dis- 
tant objective, is not of course known 


or appreciated by the public but it costs 
the banks $50,000,000. “Float” funds 
draw no interest. 

All banks render enough service with- 
out the frills mentioned in this article. 
They have to carry and care for and 
protect capital, pay excessive taxes, pay 
liberal salaries, invest in vaults and safes, 
massive buildings, burglar-proof equip- 
ment, guards sometimes, and take treat- 
ment from bandits. Their interest 
charges are seldom heavy and, in the 
case of small sums, are so trivial for 


THE BANKERS MAGAZINE 


short-time periods that the writer has to 
smile. 

The public that gets these loans; that 
drops in to get bills changed or to secure 
change for retail trade; that gets advice 
of the banker on investments and never 
follows it, that borrows blanks to make 
out promissory notes to another man and 
gets the cashiers to fill out the blanks; 
that solicits the bank for a program ad- 
vertisement; that collects for a local 
charity; that has a check cashed on some 
other bank, perhaps in another city; that 
gets a score of other services daily; this 
public—does it appreciate these and the 
other services rendered freely by the 
banker? 

Not so you can notice it. 

It gossips on occasion to friends about 
the hard-heartedness of bankers, and its 
own inability to secure loans. 

The more thoughtful people of the 
community, who are aware of and mar’ 
vel at these services and the ingratitude 
of the people who command _ them, 
simply nominate the average banker as 
a candidate for any advertising scheme 
and wonder what next he will fall for. 
An example of this last seems not to 
have been known to Mr. Crowell when 
he wrote his article, namely: a bank 
emulating a certain class of newspaper or 
small retail business or miniature golf 
and establishing a lottery to be run in 
accordance with the sure-thing main 
show. 

As said above, bankers do too much 
for nothing, and they don’t get paid 
enough for the legitimate things they do. 














Mortgages as Investments 


The Present Condition and Future Prospects of Mortgage Loans 


as Investments for Savings Banks 


By Pup A. BENsoN 


President Dime Savings Bank, Brooklyn, N. Y. 


savings banks make is the mortgage 

loan. The latest report of the Su- 
perintendent of Banking of New York 
State shows over $3,400,000,000 invested 
in mortgages. Fifty-nine and four- 
tenths per cent. of the resources of New 
York State savings banks are in mort- 
gages. A year ago the ratio was over 
63 per cent. The gain in resources of over 
$600,000,000 in a year has resulted in 
a net increase in mortgages of only 
$187,000,000. In other words, we sav- 
ings bankers put less than one-third of 
our increase in resources into mortgages. 

That may mean that we could not get 
the mortgages to invest. It may mean 
that we were more conservative and did 
not like the applications that came to us 
as well as we used to. It may also mean 
that—and I rather favor this last idea— 
there has been a growing conviction 
with us that we ought to be perhaps a 
little more liquid than we were; that is, 
we want more securities which could 
readily be turned into cash, more Gov- 
ernment bonds, more other bonds that 
possess marketability. 

At any rate, our ratio of mortgages 
has not kept pace with our increase in 
resources. However, from the point of 
view of earnings, the mortgage is the 
best investment. It produces the great- 
est amount of income. It has enabled us 
to build up our surplus. We probably 
couldn’t pay the dividends we now pay 
if it were not for the mortgage invest- 
ment. 

So, while it is the most profitable, it 
is also the most troublesome. Every 
mortgage presents a separate problem of 


T= largest single investment that 


From an address before the Savings Banks 
Association of the State of New York. 





its own. I think it would take only two 
words to cover the subject of mortgages: 
Present condition—troublesome; future 
prospects—uncertain. 

Yet that wouldn't be entirely the 
truth. If our average mortgage is $5000 
—and I don’t know whether that is so 
or not; I am guessing at it—we have 
considerably over half a million separate 
mortgages and of those there are really 
a very few that are in trouble. If, for 
instance, a bank with 10,000 mortgages 
has 40 mortgages under foreclosure, that 
ratio is infinitely small, isn’t it? If a 
bank of several hundreds of millions has 
one or two million in other real estate, 
that ratio, it seems to me, is infinitely 
small and the amount that that bank is 
going to lose on “other real estate” will 
be insignificant. 

So when we speak of trouble let us 
not exaggerate that trouble. Compara- 
tively speaking, there is little trouble 
with regard to mortgage investments. 

I shall mention a figure in connection 
with my own bank (the Dime Savings 
Bank of Brooklyn, N. Y.) to illustrate 
this. We found that in August of this 
year—and August 1 is one of our big 
interest days—collections were only 2 
per cent. slower than they were a year 
ago and that by September 10 over 95 
per cent. of the August 1 interest had 
been paid in cash. The other 5 per 
cent. was the thing we were working 
on, on most of which there was a 
definite reason and a definite promise. 
Contact had been made with every single 
one of the 5 per cent. and we knew 
about where we were situated with re- 
gard to those mortgages. 

We did not accept current appraisals 
in making those loans. The results in- 
dicate that. We displayed conservatism 
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in making appraisals on which we based 
our loans, and the result has been that 
there can be a very large shrinkage in 
values before we lose anything. 

A great many of our loans are made 
to our own depositors and surely that is 
the best loan we can make. We have 
less trouble with regard to loans on one 
and two-family houses than we have on 
any other. The mortgage is the thing 
that brings us into personal contact with 
the borrower. We buy all of our other 
securities in the market. But with a 
great many of our loans we come into 
personal contact with the borrowers, 
and there is a relationship there that is 
valuable. 

I find that increasingly the borrower 
at the savings bank feels comfortable 
about having a savings bank mortgage. 
He likes the contact with the savings 
bank because of the treatment that he 
is accorded there. That is especially so 
of the depositor. He comes to us with 
a mortgage on his home. He feels safe 
in our hands. He knows the expense 
of obtaining the loan is as small as it 


can be made, that there is no such thing 
as a renewal fee, there is no such thing 


as calling the loan unnecessarily. We 
give him fair treatment from beginning 
to end and he values it. That is a great 
service rendered by the savings banks 
in the communities in which they exist 
and a service that we should emphasize 
and that we should build up. It has 
created a large amount of good-will 
for us. 

It has been a good thing for the com- 
munity, too. A building over-capitalized 
with mortgages, that is to say, over- 
financed, is not a good thing for the 
community in which it is situated, where 
the equity is in danger of collapse 
through the foreclosure of excessive mort 
gages. The building is not a wholesome 
asset, and New York is suffering from 
that just at present—the erection of 
speculative buildings, financed by ex- 
cessive mortgages. And so again the 
savings banks render a service to the 
community by conservative financing. 

I have already referred to the fact 
that the small loan, the one and two- 
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family house type, is really the best in 
vestment. At the present time there are 
not enough loans of that type to ¢ 
around. We could all take more 
them if they were offered. 

The banks in Brooklyn, which of 
course I know best, have always taken 
every good loan of that type that was 
offered to them. I hardly know a time 
—TI have only been in the business about 
fifteen years—when a loan of that type 
couldn't be placed readily. If that is so 
why should we talk about additional 
agencies for making loans to home- 
owners? There is no lack of money for 
loans to home-owners. That is avail- 
able in quantity at all times. It is the 
best loan we make. And yet there is 
agitation for more money for loans to 
home-owners. Just tell the home-owner 
he can come to the savings bank and get 
his loan without any trouble. 

Another thing that it seems to me we 
savings bankers ought to do, if we have 
these loans, is to keep them. There is a 
personal relationship. There is a con- 
fidence on the part of the borrower in 
the banker who has his loan. 


OTHER BUILDINGS 


There are other buildings, though, on 
which we have made loans that present 
more difficult problems. When a build- 
ing is erected for income the law of 
supply and demand immediately begins 
to operate and the more of those build- 
ings produced the less they are going 
to rent for. 

We talk about appraisals. We can be 
conservative. We can standardize them. 
We can exchange information. But if 
ten apartment houses are built in a loca 
tion that will only support three it is 
going to affect the rents of all of them 
and consequently the values. One thing 
that real estate is suffering from today 
in the City of New York is over’ 
production of buildings of certain types, 
and conservative appraisals at the time 
the loan was made cannot prevent the 
dilution of that market by the excessive 
buildings. Owners can get so much a 
month provided the available space and 
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the demand are fairly equal. But when 
owners begin offering concessions and 
competing with each other for tenants 
then the borrowers begin coming into 
the savings banks and saying, “I am 
sorry but I have forty vacancies and I 


can’t pay my interest.” And I don’t 
see how standardizing appraisals or even 
exchanging information is going to stop 
this vicious thing which happens con- 
stantly in real estate circles. 

Of course real estate is suffering too 
because of the current depression. Store- 
keepers are not making as much money 
as they were. Consequently they can’t 
pay the rents they were paying and 
everybody knows that the owners of 
thousands of stores today don’t even ex- 
pect the store tenants to pay the rent 
reserved by the lease. If the rent was 
$500 a month and the tenant says, “I 
will only pay $250 because that is all 
I can pay,” the owner of the property 
is an unwise man if he lets that store 
tenant move out. It is better to get 
$250 than have a vacant store and stores 
stay vacant when they become vacant 
today. 

This is a direct result of the business 
depression. Retail store owners are not 
making as much profit as they were. 
They are not doing as much business. 
They can’t pay as much rent. That af- 
fects the value of the building upon 
which we have a loan, and those are 
the things about which we must be 
patient as far as we can. 

The same thing applies to loft build- 
ings or factory buildings. If firms are 
doing less manufacturing, have less 
goods to display, fewer customers for 
those goods, less need for storage and 
warehouse space, naturally, those build- 
ings are not earning as much money and 
values suffer, and our loan isn’t as con- 
servative as it was. 

One savings bank wrote me in answer 
to my inquiry along this line and said, 
“Store property is a drug on the mar- 
ket.” Apartment houses—we all know 
the situation. Office buildings are af- 


fected to a great extent by over- 
production. 
We should all bear one fact in mind: 
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if the income from the building is sufh- 
cient to pay ali of the fixed charges, in 
addition to the operating expenses—the 
taxes and the interest on the mortgage— 
and there is a surplus left over the mort- 
gagee is not likely to get that property. 
If there is a margin, even a small one, 
above all the requirements the owner 
must meet, he is going to keep the prop- 
erty. He may even be able to use that 
margin, that surplus, to reduce the mort- 
gage. But unless the building is paying 
enough to do that or unless the owner 
has independent means it is going to be 
difficult to get the mortgage reduced. 
Furthermore if the income isn’t sufficient 
to meet these charges then the mortgagee 
has a problem. 

One New York banker wrote me at 
length regarding the present situation as 
to mortgages. I quote several para- 
graphs from his letter: 


“We have learned, many of us, as 
the result of bitter personal experience, 
that real estate can go down as much as 
anything else and is essentially a highly 
speculative commodity when it falls into 
the hands, as it has in this town, of 
speculators. I think values in many 
cases have fallen to such an extent that 
properties are not worth more than half 
what they were worth three or four 
years ago. This would indicate that the 
60 per cent. basis is not necessarily a 
safe one. 

“You will remember that in the wild 
summer of 1929 conservative banks and 
bankers refused to look at the ticker and 
arbitrarily determined that the value of 
stocks for collateral lending purposes 
was very considerably below the prices 
which were actually being realized on 
the stock exchange from day to day. 
These bankers wisely discounted the in- 
flationary prices in common stocks, and 
consequently kept their loans sweet. 

“As you know, many stocks are sell- 
ing today at prices below the arbitrary 
prices which were used by these institu- 
tions in 1929. 

“Tt would be a wonderful thing if the 
savings banks would get together on the 
occasion of the next real estate boom 
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and set arbitrary values in a similar way 
on the value of New York City loans. 
What is needed in the mortgage market 
is greater stabilization.” 


There are many people who think that 
real estate values are going up forever. 
They do not go up forever. That is a 
fallacious idea. I am confident that in 
many parts of New York City real 
estate values have seen their peak and 
they will never again be as high as they 
were two or three years ago. The re- 
verse of course is true of sections that 
have not reached their full develop- 
ment but it is absolutely wrong to think 
that they are always going up. 

Another thing that we must bear in 
mind is the shifts in population, the 
change in character of population, and 
the shifts in business centers. 

I wondered as I thought over this 
subject whether the long-term mortgage 
was not a rather dangerous one and 
whether we ought not to favor short- 
term mortgages. Reference has been 
made to the long-term mortgages. Refer- 
ence has been made to the long-term 
mortgages for the homeowner. My 
opinion is that if his mortgage is a sav- 
ings bank mortgage he doesn’t need to 
have it made for a long term, because 
savings banks will keep his mortgage 
forever if it is a good mortgage. In the 
bank with which I am connected, we 
have had mortgages on our books for 
fifty years, without a change. and they 
are just as good now or better than 
when they were made. But for the 
speculative building, the income-pro- 
ducing building, the building that will 
be affected by changes in population or 
changes in building, I prefer the short- 
term loan. I think it is better to have 
the opportunity to review the security 
behind your loan at frequent intervals 
with an opportunity to ask that it be re- 
duced. 


LIQUIDITY OF MORTGAGES 


We sometimes talk about making 


Perhaps some 
I don’t 


mortgages more liquid. 
way will be found to do that. 
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believe it has been discovered as yet 
however. I don’t see how a thing can 
be made liquid that is inherently not 
liquid. To me a liquid investment is 
one that is self-liquidating, like the com- 
mercial loan of a commercial bank. A 
short-term note that is liquidated out of 
the transaction, for instance, of the 
manufacture and sale of merchandise— 
that is self-liquidating. And I think 
you can call a security liquid if it is 
easily marketable, if it has a ready mar- 
ket, but those things are not the char- 
acteristics of a mortgage loan. 

The only approach to that is amortiza- 
tion, perhaps a reduction at stated 
periods by amortization, but that is diffi- 
cult to obtain. Perhaps we ought to do 
more of it than we have. 

The liquid feature of the savings bank 
should be maintained by our bond ac- 
count. There is the account to which 
we look for liquidity, a large or a proper 
amount of bonds that are readily mar- 
ketable. 

Then, with regard to our mortgages 
our experience shows us this: the more 
conservative the mortgage, with relation 
to value, the more marketable it is; that 
is to say, it is easier to secure an assignee 
for a conservative mortgage than it is 
for an excessive one. 

The suggestion has even been thrown 
out in the press by some people that we 
ought to do more than a 60 per cent. 
appraisal. We are in business to pro- 
tect and to encourage our depositors, 
the thrifty business men, the thrifty in- 
dividuals. Of course we have a com 
munity responsibility too but the first 
person whom we have to protect is the 
depositor. We are not in business to 
protect or encourage the speculative 
builder, the developer, or the operator 
in real estate, and therefore I cannot see 
that we should go beyond a conservative 
60 per cent. 

I have already referred to one of the 
evils that is affecting real estate at the 
present time. I will state it again: over 
production of buildings of a certain 
type, such buildings furnishing a supply 
of rentable space far in excess of re 
quirements. 
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A second evil is the extravagant 
financing of such buildings by bond issue 
mortgages. These bonds have been sold 
to the public, based on appraisals that 
I would describe as “capitalized imagina- 
tion.” Failure of these buildings to pro- 
duce enough rent to pay the carrying 
charges and amortization payments has 
resulted in the bondholders becoming 
the owners of the property. 

These buildings have done much to 
injure other buildings properly and 
legitimately financed. 

To remedy the bond issue evil pre- 
sents a difficult problem, one not easy 
to solve. Many of these bonds have 
been sold to our own depositors. Money 
has gone into them that ought to come 
to the savings bank. I do not of course 
in making this statement refer to loans 
that have been based on conservative 
appraisals, nor to bonds and mortgages 
offered by strong and solvent mortgage 
companies. It is my opinion that a guar- 
anteed first mortgage, with a guaranty 
from a strong and solvent company, is 
still one of the best investments that can 
be made. 

Another evil is the excessive cost of 
foreclosures. If a mortgage of $4000 
represents 60 per cent. of a reasonable 
market value, there would be a value 
then of $7000 on a $4000 mortgage, 
and many mortgages smaller than that 
are offered to us—say $3000, based on a 
$5000 appraisal. If we have to fore- 
close one of these mortgages, the ac- 
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cumulated interest and taxes and cost 
of foreclosure wipe out the equity. We 
can’t any more than get out even. That 
makes small mortgages, the very small 
mortgages, unattractive investments, and 
we must be especially conservative in 
making those loans to guard against that 
extra cost. 

Ways should be found to do two 
things with regard to foreclosures: one 
is to shorten the procedure; second, to 
reduce the cost. Reduction of the cost 
or efforts to reduce the cost will be com- 
bated first by some lawyers who get 
referees’ fees and other fees of that kind, 
second, by the newspapers, because a 
great expense is the unnecessary adver- 
tising twice a week for three weeks in 
two newspapers, and nobody ever reads 
those advertisements. I say nobody ever 
reads them. Occasionally somebody does 
check up the foreclosures that are pend- 
ing but they don’t read them just the 
same. I think that is a true statement 


and yet we have to pay that unnecessary 
advertising bill. 


The auctioneers’ fees are excessively 
high also. 

Then there are the unnecessary delays 
in consummating an action. 

There ought to be some reform, there 
ought to be some remedy for that evil, 
and I suggest that we enlist the aid of 
the real estate boards, the bar asso- 
ciations, and other public bodies like 
them to bring this about. 





Bonding Protection for Banks 


Proper Insurance Coverage for Both Large and Small Financial 
Institutions 


By J. ScHMupT, Jr. 


Superintendent Hartford Accident and 


MALL banking organizations usu- 
S ally carry such specific forms of 

insurance coverage as dishonesty 
insurance and burglary and hold-up 
policies. These contracts leave many 
unprotected points, for instance: 


1. Failure to add the names of ofh- 
cers and employes to the present bond. 

2. Failure to bond all employes. 

3. Failure to require corporate 
surety bonds instead of personal surety 
bonds. 

4. Failure to bond both active and 
inactive officers. 

5. Failure to bond defaulting em- 
ployes for adequate amounts. 


6. Inability to fix individual respon- 
sibility for loss. 
7. Misplacement of money or securi- 


ties. (This applies only in instances 
where misplacement is carried under the 
bankers’ blanket bond.) 

8. Abnormal or unexplainable short- 
age in teller’s cash in excess of the 
normal shortage. (This applies only in 
instances where misplacement coverage 
is carried under the bankers’ blanket 
bond.) 

9. Sneak-thievery from teller’s cage 
or elsewhere. 

10. Non-compliance with conditions 
of the bond or policy. 

11. Money or securities destroyed 
by fire or otherwise. 

12. Loss through negligence on the 
part of any employe having custody of 
“property” while in transit in accord- 
ance with provisions of the form of bond 
carried. 

13. Loss of “property,” as defined in 
the bond, occurring on the day of its 


‘From an address before the Second New 
Ergland Bank Management Conference. 
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Indemnity Company, Hartford, Conn. 


receipt and before the insured has made 
the prescribed record thereof. 

14. Loss sustained while “property” 
is actually within any recognized place 
of safe deposit within the United States, 
and under some bond forms this cover- 
age is still broader. 

15. Loss sustained while “property” 
is actually within the premises of any of 
the insured’s correspondent banks within 
the United States, etc. 

16. Defalcation of an employe not 
covered under a specific bond or covered 
in an inadequate amount. 

17. Loss resulting from failure to 
enjoy comprehensive loss prevention 
service. 

No banker will attempt to deny the 
importance of these points, which by 
no means tell the whole story. It has 
been frequently demonstrated that 
every banker owes it to himself as well 
as to his stockholders, depositors and 
the general public to obtain the best 
form of insurance which his bank can 
possibly procure. Consider the unfor- 
tunate position in which a banker is 
placed if a loss occurs not covered by 
insurance in force, which would have 
been collectible under a bankers’ blanket 
bond if this form of protection had been 
carried. Unfortunate occurrences of 
this kind sometimes amount to disaster. 

The smaller banks, of the rural or 
suburban variety, having comparatively 
few employes, may not, because of their 
size and other limitations, be in position 
to purchase bankers’ blanket bond in- 
surance, although it should be remem: 
bered that such bonds, at very nominal 
cost, may today be obtained on a very 
popular form in amounts as low as 
$10,000. Now, then, the first problem 
to consider is, what is the very small 
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bank to do about its insurance cover- 
Usually we find that, because of 
its limitations, it can only purchase a 
good form of dishonesty insurance on, 
preferably, everyone, for substantial 
amounts, and proper burglary and hold- 
up protection. In these circumstances 
these forms of indemnity, while not be- 
ginning to approach the coverage con- 
tained in a bankers’ blanket bond, are 
absolutely indispensable. This has been 
recognized by progressive legislation 
passed by several states, initiated in 
New England but not confined to that 
section of the country, which requires 
that “each officer” and “each employe” 
(whether active or inactive) be bonded. 
The legislature of Connecticut, for ex- 
ample, has adopted new laws making 
it mandatory for every state bank, trust 
company, savings bank and industrial 
bank to give bond in a company author- 
ized to transact a corporate surety busi- 
ness in that particular state. 

It is obvious that the requirement that 
bonds be issued by a corporate surety 
means that personal suretyship has been 
relegated to the realm of antiquity where 
it has belonged for many years. Only 
too often personal suretyship has been 
found wanting at the time of need. 


« 2? 
age! 


BANKERS’ BLANKET BONDS 


Most of the larger organizations carry 
bankers’ blanket bonds, of which there 


are a number of different forms. The 
bankers’ blanket bond is really a com- 
bination of a large variety of coverages, 
such as, in its simplest form: 

1. Dishonesty on the part of any 
employe, whether acting alone or in 
collusion with others. 

2. Robbery, burglary, larceny, theft, 
hold-up or destruction, whether effected 
with or without violence, while the 
“property” covered is actually within 
any of the insured’s offices to which the 
bond is applicable. 

3. Robbery, larceny, theft, or hold- 
up by any person whomsoever, while 
the “property” is in transit under cer- 
tain conditions, including negligence on 
the part of the employe having custody 
of ‘ »roperty” while in transit. 


BSy 


These are some of the coverages which 
appear in the narrowest and cheapest 
bankers’ blanket bond. The coverages 
are broader in some of the other bankers’ 
blanket bond forms. Some of the cow 
erages, such as destruction, misplace- 
ment, and others, are not obtainable un- 
less a bankers’ blanket bond is issued. 

Notwithstanding the fact that some 
people occasionally give voice to the 
opinion that the number of bankers’ 
blanket bonds available is quite bewil- 
dering, there is really nothing mysterious 
about these contracts. The lack of 
understanding is due principally to the 
fact that different blanket bonds have 
been prepared to serve and accommo 
date entirely different classes of busi- 
ness. Take, for example, the case of 
savings banks—mutual savings banks 
transacting a purely savings business, 
not generally maintaining checking ac- 
counts or doing a commercial business. 
(In some states savings banks are au- 
thorized to permit their depositors to 
draw a limited number of checks each 
month against their savings accounts.) 
Bankers who are operating these savings 
institutions know that as a practical 
proposition they have just one form to 
consider, designated Bankers’ Blanket 
Bond Standard Form 5. 

In the field of commercial banks a 
banker has a choice of buying bankers’ 
blanket bonds known as Standard Forms 
1, 2 and 8, but form 1 need hardly be 
considered because it has been patent 
for some time that it is automatically 
going out of existence. We therefore 
find that in the case of incorporated 
banks we have forms 2 and 8 to con- 
sider. Medium-sized banks and smaller 
organizations are usually interested in 
Bankers’ Blanket Bond Form 2 only. 
How about the very large banking or- 
ganizations? It has been almost in- 
variably the experience that such cor- 
porations are generally interested in a 
combination of protection, that is to 
say, Bankers’ Blanket Bond Standard 
Form 8, to carry the primary, or first 
liability, and Bankers’ Blanket Bond 
Standard Form 2, to carry the excess, or 
secondary liability. The form desig- 
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nated as number 8 is the broadest one 
issued by any American company and 
may have included in it outside forgery 
protection if such coverage is desired by 
the insured. 

Now, then, we have found that the 
small banks—the rural and suburban 
banks—because of necessity, dictated by 
various limitations, purchase specific in- 
surances, to wit, dishonesty insurance 
and burglary and hold-up _ policies, 
whereas the larger organizations almost 
without exception today purchase bank- 
ers’ blanket bonds in one form or an- 
other, or, in the case of very large banks, 
combinations of bankers’ blanket bonds 
are issued on a primary and excess basis. 
In view of the gigantic dishonesty losses 
which are being discovered only too 
often, and the apparent increase in 
crime, bankers are advised to purchase 
the best forms of protection which their 
banks can possibly afford. 


Valuation 


N the theory that the prices at 
C) which many bonds frequently 

sell in the market do not repre- 
sent their true values, John W. Pole, 
Comptroller of the Currency, is carry- 
ing on the policy, adopted some time 
ago, of having national bank examiners, 
in appraising assets, value such bonds at 
their intrinsic worth. 

Under this ruling, national bank ex- 
aminers were notified by the Comptrol- 
ler’s office to use their own judgment 
in valuing practically all types of bonds, 
other than those which have actually 
defaulted, in fixing values in connection 
with appraisals for the December 31 
bank statements. 

Under rulings in effect for some time, 
examiners have been authorized to ap- 
praise at their face value bonds of the 
Federal Government, states, municipali- 
ties, the Federal farm loan banks and 
other issues rated in the first four grades 
by recognized statistical organizations. 
The more recent instructions cover some 
additional bonds which obviously are 


The present world-wide financial up- 
heaval has developed on the part of in- 
surance-buyers generally “coverage con- 
sciousness” and also “company con- 
sciousness.” In regard to the former, it 
seems unnecessary to say any more than 
to emphasize the fact that when the best 
form of contract available has been ob- 
tained, issued for a proper amount, 
nothing more can be expected from the 
directors, the management, insurance 
advisers or insurance carriers, except 
along the lines of loss prevention. Dur- 
ing the last decade company financial 
statements have meant little to the aver- 
age purchaser of insurance, but at the 
present time there is no stronger argu- 
ment than a good financial statement in- 
dicating without question the strength 
and reliability of the company in which 
the bank’s insurance adviser may pro- 
pose to write business for the bank’s 
protection. 


of Bonds 


worth more than the level at which they 
at times are quoted on the exchanges. 

Bonds which have no sound intrinsic 
value in the opinion of the experts are 
excluded, of course, from any special 
consideration of the kind. 

The position of the office of the 
Comptroller is that in many instances 
prices that have been quoted on the ex- 
changes have been “perfectly absurd,” 
and have been due to the fact that the 
market has been a selling market. This 
has been demonstrated by the fact that 
even Government bonds, the most highly 
rated type of securities, have in certain 
cases been quoted at prices which are 
considered obviously below their intrin- 
sic value. 

The policy of the Comptroller of the 
Currency, in the opinion of the most 
conservative banking authorities, has 
been highly constructive and sound and 
is intended to meet a temporary condi 
tion which, it is felt, will shortly correct 
itself. 
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Sound-Proofing the Modern Bank 


By JoHN WALKER HARRINGTON 


these days. Cities even have com- 
missions which war on the unneces- 
sary din which frazzles nerves, distracts 
the brain and undermines health. The 
American business man has become 
noise-conscious because he finds that the 
uproar of a machine age lessens efh- 
ciency and causes a financial loss which 
can be measured in dollars and cents. 
The realization of this patent fact, not 
sentiment nor a fussy or finical sensi- 
tiveness, has developed the new calling 
of noise control—sound-proofing. 
Modern banking is a pioneer in 
guarding itself against the disturbing 
uproar of the twentieth century, as may 
be seen in the interior design of many 
of its buildings. A century or so ago 


Prise aass rackets is in the air 


when finance was in the quill age and 
its cloister-like homes heard only the 
faint scratching of nibs, it never re- 


garded noise as a factor. Its executives 
sat in secluded, softly carpeted rooms, 
silently following trains of thought— 
except when their privacy was invaded 
by some importunate visitor. 

How different is the bank of today! 
Its doors and windows are bombarded 
by the roar of street traffic and the rat- 
a-tat-tat of the air hammers of riveters 
erecting skyscrapers almost next door. 
The ink-pot and the shot-jar are gone. 
In their places are the punking type- 
writer, the grinding cash register and 
the sharp staccato of the adding ma- 
chine. The public mills in and out and 
around over the tessellated floor, shuf- 
fliny its centipede feet, and raising 
babel. Most of the officers, at least, no 
lonver sit in solitude, chewing pencil 
ends in divine abstraction, but are out 
in an open space, where they consult 
fre-'y with all who come. . The hum of 
tha: conversation, if no means be taken 
to prevent it, is ricochetted from the 
was; thrown back from the ceiling; 
an: echoing and re-echoing, pervades 
the place like an ever-repeated litany. 


All this is the penalty banking must 
pay for its increase of human contacts 
and the confidence of the people in its 
usefulness and service. 


NOISE THE MURDERER OF THOUGHT 


Although the banker of this age must 
expect to be much in the hurly-burly 
of life, he must also have some quarters 
where he can concentrate on knotty 
problems in relative quiet. After all 
there was a great deal in the whimsical 
remark of Schopenhauer, the famous 
German philosopher, who said, “Noise 
is the true murderer of thought.” 

It is entirely possible, even in the 
most crowded cities, for a bank build- 
ing to fortify itself against the turmoil 
of the streets, which is always seeking 
entrance. By the same token, it can 
minimize and absorb the noise of its 
own operations. 

Probably there is no institution in 
the United States which has better 
solved both phases of the noise problem 
—outer and inner—than the Seamen’s 
Bank for Savings, in Wall street, New 
York City. Its fine new building in 
the Romanesque period is situated at 
the northeast corner of Pearl street, in 
which is an elevated railroad. Of all 
the noisemakers in this world, none is 
more clamorous than this highway on 
steel stilts, from which the grinding of 
flat wheels and the screech of brakes 
echo for blocks. Looking up at the tall 
windows of the east wall the writer 
saw a silent moving picture as he sat 
within the bank. Long shapes—like 
ghosts of trains—slid past—but not any 
signal of their presence came by ear. 
The windows on that side were double, 
with a space of eighteen inches between 
the panes of glass. They are never 
opened, as all ventilation is by artificial 
means. The air is constantly renewed 
and purified by mechanisms in the base- 
ment and above the hanging ceiling— 
itself a noise-baffler. 


159 





THE BANKERS MAGAZINE 


COURTESY JOHNS-MANVILLE CORPORATION 


Thebes 
: 2 
RG OR Ee od 


> ~ 


Sound-proof panels between the ceiling beams, colored to suit the decorative 
scheme so that their utilitarian purpose is concealed, are used-in the building 
of the Seamen's Bank for Savings, New York. Although an elevated railway 
runs past the side of the building, its noise is not perceptible inside the bank. 


“If we could do without windows,” 
observes R. V. Parsons, a well known 
acoustical engineer, “sound-proof con- 
struction would be much simpler. It is, 
indeed, acknowledged that offices would 
be better ventilated and as well lighted 
without windows. We must consider, 
however, the fear of closed places that 
we all have more or less, so that form 
of construction is out of the question.” 

Not every architect or engineer 
would agree with Mr. Parsons that the 
era of windowless buildings is so re- 
mote, yet the average bank building is 
using windows as ventilating openings 


less and less. The large window serves 
the bank well for natural lighting, and 
does not have to be open. There is a 
crying need for a combination window- 
ventilator and sound-muffler which, 
when opened, will filter out the noises 
of the street. Even in banks which 
have no forced draft ventilation, the 
large windows are kept closed and air 
is admitted through grilles or ducts 
beneath. As is well known, some kinds 
of window ventilators do reduce the 
volume of sound entering through them. 

Noises of traffic in the street, if ad: 
mitted to a bank without any interfer’ 
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ence, are sufficient to annoy persons 
trying to converse. The- unit -of -loud- 
ness is known as a -decibel—which 
means the smallest change which the ear 
can detect in the level of sound. Two 
persons sitting three, feet apart, as they 
would be as banker and customer con- 
ferring- at a desk, would have to keep 
their voices geared to about sixty 
decibels in order to be plainly heard 
by each other. The same ratio, ap- 
proximately, would apply to a citizen 
and a teller talking to one another with 
a counter or screen between them. The 
sounds in the room may run from 
thirty to fifty decibels. Let an elevated 
train. go rushing past an open bank 
window and its ninety-decibel racket 
will make all ordinary conversation im- 
possible. The intensity of all these city 
sounds has been. accurately measured by 
delicately adjusted scientific instruments 
by the New York City Noise Abate- 
ment Commission. The regular every- 
day din of street trafic, varying from 
sixty to eighty decibels, is a foe to or- 
dinary communication by word of 
mouth. 


NOISE ELIMINATION POSSIBLE 


Jarring notes can be kept from enter- 
ing a bank if special methods of con- 
structing the building are adopted. As 
banks, whether in large or small com- 
munities, are in the centers of heavy 
trafic, both through and local, the 
movement of so many wheels is likely 
to cause vibration of their architectural 
members. Vibration is often converted 
into noise, especially when it reaches 
some loose girder or any beam or pipe 
with a free end. The columns of struc- 
tures over railroads or subways or 
tunnels are placed on mats composed of 
layers of sheet steel, asbestos, copper 
and other materials of varying density. 
The differing vibrations in the layers 
neutralize each other. This method of 
fighting vibration and its twin brother, 

ise, is used for all the buildings in 

rk avenue, New York City, so many 
vhich rest on columns placed di- 
y among the tracks of the New 
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York Central Railroad. The tenants 
of. the apartment houses and office 
buildings so noise-proofed do not notice 
anything unusual. The several branch 
banks situated on the street level floors 
there are free from any rumble. 

Materials and construction are con- 
sidered very closely in planning bank 
buildings for freedom from noise. Un- 
der the floors are non-conducting sub- 
stances which deaden or kill the sounds 
likely to be relayed from story to story. 
Walls are surfaced with materials 
which check vibration and din. Sound- 
proofing, however, must go even fur- 
ther than this to meet modern con- 
ditions. 

Banking is comparatively a non- 
tumultuous calling. It is more quiet cer- 
tainly than a boiler or machine shop, 
usually conducted on a one hundred 
decibel level. For all that, attention to 
equipment as well as construction will 
keep down its audibility. The floors of 
public spaces are usually in marble or 
tiling, but it is quite easy to cover the 
boards of working quarters with rubber 
blocks or heavy oil cloth. All tables 
can be topped with sheet cork or other 
noise-checking fabrics. Portable office 
devices may be provided with rubber 
wheels. The movements of the levers 
and wheels of comptometers can be 
made fairly noiseless by oiling and 
prompt repairs. There are noiseless 
typewriters and even those not sold as 
such can be kept in bounds if kindly 
treated. Specie trucks are provided 
with soft rubber tires on their wheels 
which make their progress less notice- 
able, even if over a marble floor. 


ABSORBING NOISE 


Even though an ideal arrangement of 
appliances were made, it would be im- 
possible to conduct a bank without 


some noise of self-origin. The sounds 
so caused, as well as those from the 
street, can be dulled or absorbed some- 
what by the use of tone-absorbing 
partitions. Racket-raising machines can 
be stationed where they will disturb as 
few persons as possible and a free use 
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The ceiling of the trust department of the Northern Trust Company of Chicago is 
an example of a simple but attractive decorative scheme worked out in noise- 
absorbent materials. 


of mats and of absorbent screens will 
help. In some banking offices the over- 
head of sound has been cut consider- 
ably by having all employes speak di- 
rectly into the telephone and thus pre- 
vent a radiation of their words over 
the rooms. Muffling devices and booths 
are also most useful in reducing the 
decibels of clamor. 

What hurts most about noise in a 
bank is reverberation. Sound travels 
relatively slowly—about 1100 feet a 
second—and is always meeting itself 
coming back as it travels from a source. 
This returning becomes fainter as the 
sound decays or dies—that is, until it 
becomes slowly absorbed. The acoustics 
engineers provide means by which the 
absorption takes place quickly, instead 
of being prolonged. In any high room, 
such as most banks have for their public 
space, the sounds are reflected against 
hard-finished walls and cast up to the 
ceiling. If the ceiling be firm and 
smooth and not penetrable by sound 


waves, the sounds are prolonged and re- 
turn to babble at the banker. 

In recent sound-killing installations 
the ceilings are composed of more or 
less porous materials, which absorb the’ 
waves. Some of them are of mixtures 
of fiber, such as hair, mixed with as- 
bestos, which is both sound-absorbent 
and non-inflammable. Tiles made of 
more or less porous material—some of 
them very cellular in texture—are also 
employed. These are sizable plaques 
which may be clamped on metal sup- 
ports of the ceiling without other 
furring. All these preparations are of- 
fered by the manufacturers with utility 
as the first consideration; and decoration 
as secondary. Some of the fabrics are 
very plain; others readily adaptable to 
ornament. The more porous they are, 
the more quickly will they perform 
their absorbing task, as a rule. They 
may be tinted to suit the decorative 
scheme of a bank interior provided 
water color paints of a formula ap- 
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proved by the makers are employed. 
On some of the materials, any type of 
paint may be used. 


PREVENTING ECHOES 


The suspended ceiling in the main 
room of the Seamen’s Bank for Savings 
in New York has very heavy beams in 
evidence, painted in vivid colorings. The 
panels between them, however, are of 
sound-absorbing fabric, which draw up 
the reverberations into the space, seven 
feet high, which intervenes between the 
true and the floating ceiling. The 
panels are adorned in the same way as 
the beams, but the distemper-like coat, 
thinly spread as it might have been on 
an old fresco, does not in any way re- 
tard the action of the felt itself. In 
this bank there is not the ghost of an 
echo. What sounds there are come 


sharply and distinctly and leave no un- 
welcome residue in the air. 
Of quite a different type is the ceil- 
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ing in the basement transfer depart- 
ment of J. P. Morgan & Co., in its 
building at Broad and Wall streets. 
The low ceiling is covered with squares 
of a felt composition, the outer coating 
of which is perforated, so that they 
look not unlike huge, old-fashioned, 
soda biscuit. A grueling test this fabric 
has to bear, for alongside the founda- 
tions of the building the city is building 
a subway. The cover of the big ditch 
is heavy wooden planking over which 
roll heavy trucks filled with rock and 
a constant stream of other vehicles, 
great and small. In this department, 
for all that, there are no blurs of 
sound; the air has a crystal-like quality 
in which words float for a second and 
then are gone. Thousands of mes 
sengers and runners and clerks from all 
the financial district hurry in and out 
of those quarters in the course of a 
day, but the many footfalls are minus 
echoes. 


The ceiling in the main banking room of the State Bank of Wisconsin, Madison, 


Wis., is both decorative and practical. 


The noise-absorbing tile has been painted 


in harmony with the rest of the decorative scheme. 
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Of unusual interest is the sound- 
proofing of the main office of the Cen- 
tral Hanover Bank & Trust Company, 
60 Broadway, as it was placed in a re- 
modeled building. The finish of the 
ceiling seems quite smooth to the casual 
observer—and, indeed, barely shows in 
the photographs of the interior. The 
texture is fine, but the apertures, small 
as they are, absorb sound waves at 
once. Officials of that institution say 
that, compared with their old quarters, 
which were not treated against noise, 
the place is devoid of any unpleasant 
reverberations. A heavy hand truck 
was drawn over the floor while the 
writer was at the Hanover. In any 
structure not sound-proofed and in- 
sulated the echoes of that trundling 
would have been repeated long there- 
after, instead of dying away almost at 
birth, as they did. 

For main banking rooms the plain, 
porous tiles can be used simply as 
they are, as is done in the First Na- 
tional Bank, of Port Angeles, Wash- 
ington. In the main reception room of 


the Chicago Title & Trust Company 
they are combined with several white 


beams. A more ornate design appears 
in the “deeply paneled ceiling of the 
main room of the First National Bank 
of Minneapolis, as each tile has its 
ornamental border. The ceiling is most 
effective, however, as a sound-absorber. 

Panels of lighter construction, con- 
taining asbestos and mineral wool, are 
employed in the working quarters of 
many financial institutions. One of the 
largest installations of this kind is in the 
transit and bookkeeping room of the 
First National Bank of Atlanta, Ga. 
The sections are trimmed with narrow 
dark moldings. ~How sound-proofing 
serves the unseen working force is 
demonstrated in a huge room of the 
Mercantile Commerce Bank & Trust 
Company, of St. Louis, Mo. On that 
floor are employed 250 persons, of 
whom one-half are machine operators. 
The area accommodates the mailing, 
clearing-house and bookkeeping depart- 
ments. Here would be a bedlam let 
loose in sound were it not for the ab- 
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sorbent qualities of the ceiling tiles. The 
same effects have been obtained by 
overhead shock-absorbing units in the 
accounting department of the First 
National Bank, of Portland, Ore. 


INCREASED EFFICIENCY 


In many New York City banks the 
anti-noise installations are installed in 
accounting departments and especially 
in rooms where platoons of typists are 
busy. For low-ceiled rooms, in which 
batteries of keyboards are in brisk ac- 
tion, the efficiency of the operators is 
reported as being much increased. They 
are certainly less prone to nerve strain 
and headaches than they were before 
the sound deadeners went into commis- 
sion. This result is indicated by the 
investigations of Professor J. B. Morgan, 
of Northwestern University, Evanston, 
Ill. He found by experiments on a 
group of fifty men and girls that sud- 
den reports produced nervous strains 
and reactions. When the group was 
reading aloud, the introduction of a 
bank caused a decrease of speed. When 
noises were made while his half-hundred 
subjects were typing, there was a falling 
off in both accuracy and speed. The 
nerve tension was revealed on_ the 
sheets, as the keys had been struck with 
greater force while the disturbance was 
in progress than when there was no 
interruption. 

Where large groups of workers are 
busy on a floor, all making enough 
noise to swell into a troublesome vol- 
ume, absorption devices lead to greater 
accuracy.. A significant demonstration 
on this line was shown last year in the 
telephone operating room of the Cleve- 
land, Ohio, office of the Western Union 
Telegraph Company. Before acoustical 
treatment was installed the per cent. of 
errors ‘was 0.427, and after installa- 
tion 0.246, which means a_ reduction 
of 42.4 per cent. as estimated from the 
ratios given. The number of mistakes 
was thus almost cut in half. As errors 
mean doing work over again, this cut’ 
ting down of their number meant a 
saving in cost of 3.05 per cent. 











The Evolution of Bank Statements 





Old Type “Accounting” Statement Will Not Renew Confidence 


in Banks 


By EuGcEneE H. Burris 


NTERVIEWS with 100 bankers within a radius of '75 miles of New York, during 
November and December of 1931, indicated that the banks, in the great majority, 
were more liquid at that time, and had a higher percentage of capital, surplus, and 
undivided profits on their books, as set forth in their published statements, than was 
the case in 1928. Nevertheless, deposits have continued seeping out in too many in- 
stances, due to fear on the part of uninformed and misapprehensive depositors. Some 
of the opinions of the bankers referred to above were reported in the first article of 
this series, appearing in our January, 1932, issue, entitled, “Capitalizing Adverse 
Publicity and Criticism.” The invitation to write in their comment and criticism on 
that subject was extended to our readers. The replies were greater in number than 
would permit the inclusion of all of them in this second article, which is printed below. 







Encouraged by such a response, we repeat that invitation to comment upon and criticize 


further this subject, “The Evolution of Bank Statements.” 


From such responses of 


our readers, we feel assured that a valuable cross-section of opinions, both pro and 


con, can be presented in these columns. 


HE discussion which the first of 

this series of articles has engen- 

dered is both gratifying and inter- 
esting. Of the communications which 
we have received, one raises a fundamen- 
tal question: whether the prevailing lack 
of confidence in banks on the part of 
both the public and the bankers, is a 
cause or an effect of the generally demor- 
alized business conditions? It is the 
age-old question again — “Which came 
FR. 

A brief resume of recent financial and 
economic history makes it apparent that 
poor business conditions came first. The 
beginning was modest and unheralded, 
with the first decline in 1929 in com- 
modity prices. This was overlooked 
by the speculation-mad and depression- 
bound population, unwittingly then on 
our way “over the hill to the poor 
house.” 

The dizzy pace of speculation devel- 
oped by autumn, 1929, caused the 
general breakdown to set in, and the 
bearings to burn out in financial and 
business machinery. The lubricant of 
too-available credit for speculation itself 
caught fire, and chaos ensued. In this 
chaos, among the first banks to go were 
those whose excessive liberality in grant- 
ing collateral loans and other inflated 





credits to their customers brought the 
inevitable result. 

While it is impossible to date the exact 
beginnings and ends of the various 
phases which followed, the general se- 
quence can be outlined. Associated with 
the difficulties brought on by collateral 
loans, the market declines in the highest 
grade, low-coupon, long-term bonds cut 
down a swath of early-failing banks. 

The next banking havoc was wreaked 
by the lower-grade, long-term bonds, of 
lesser quality and higher coupons, which 
had held up relatively well in the face 
of rising money rates. When their credit 
strength came into doubt, as to the bor- 
rowers’ ability (1) to earn and pay 
interest, and (2) to repay principal; then 
this group of bonds, along with convert- 
ibles, took the dip, and took banks along 
with them. 

There followed, on the part of banks, 
a scramble from high-coupon bonds to 
better grade low-coupon, long-term 
bonds, and some went into short-term 
credits, both domestic and foreign. This 
was in the early part of 1931. 

Then came the European financial 
tangle, the President’s moratorium, and 
the temporary breathing spell when con- 
fidence manifested itself, although some- 
what feebly. After this brief inter- 
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lude, credit panic became clearly recog- 
nizable. Soon, United Kingdom of Great 
Britain and Ireland 5'4s of 1937—and 
similar credits—were on their way down 
from around 108!4 to their 1931 year- 
end levels around 88. 

Such events and other factors culmi- 
nated in the all-time monthly record in 
October, 1931, of 512 bank closings. At 
the same time, there arose the shadow 
of coming events, as the U. S. Treasury 
deficit loomed up formidably. Bankers 
swung from long-term Governments to 
short-term credits, and those who were 
tardy began to tremble at the wicket, 
when checks came in for payment. As: 
sets were shrinking fast, one after an- 
other. 

All these occurrences, and their kin, 
were faithfully reported to the public by 
the press: Britain off the gold standard; 
France sponging up the world’s gold 
supply; Scandinavian countries abandon 
gold payments; bank closings right and 
left; epidemic among old-time stock ex- 
change firms. Every one wished he 


could resign from the Light Brigade. 
About the only refreshing bits of news 
were the moratorium, and the National 
Credit Corporation—this last a $500,- 
000,000 pool to support distressed banks. 


That amount is 200 times the total 
liabilities of a $2,500,000 bank, a confi- 
dence-inspiring fact, and some of the 
hoarded money came back to the banks’ 
general deposits. But still the deposits 
were swelling in the large savings banks 
and in the safe deposit vaults due to 
public fear. 

The public had been deprived of the 
ability to reason soundly. The quality 
of “news” is most germane to calamity. 
Good news is almost no news at all, and 
there was very little of that. 

With only half the facts given the 
public—and that the big and the bad 
hal! rumors found a hot-house, and 
rich loam, in which to grow. Where 
unsound banks had been in the van- 
guard of failures, sound banks became 
entingled in the vortex, and had to be 
clos:. The right of the banks to demand 
wit'drawal notices on time deposits 
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was invoked: depositors had withheld 
from them for thirty days or more, their 
savings upon which they had to live, 
unemployment having grown seriously 
through it all. This contributed to more 
rumors. 

Very few calm individuals there were. 
And of these, very few had any factual 
evidence to support their arguments to 
refute the rumor-mongers. They had 
bank statements, yes. But too few could 
interpret what they had. Bank state- 
ments had seldom been issued in a form 
permitting of interpretation. The ex- 
cessive leverage of rumors grew too great 
to be overcome by sparse, definite, reas- 
suring evidence of bank liquidity, safety 
and soundness. 


BANKERS’ ATTITUDE 


Through all this, bankers have gener- 
ally taken this attitude: sit back, look as 
calm as possible, pay them as they come. 
That stops runs, beyond a doubt. One 
way to stop a runaway horse is to sit 
tight and wait until his wind fails, or 
his heart bursts. 

Some few bankers have—either from 
courage or desperation—jerked the bit, 
and taken a frank stand publicly to re- 
assure nervous depositors. Others have 
preferred to let sleeping dogs lie, as long 
as no lines were forming at their doors. 

The results of this latter, passive-resis- 
tance stand, we have observed in Con- 
necticut. There, in one community, the 
eruption of a year previous had been 
smoothed over, and not much smoke in- 
dicated any smouldering. No real at- 
tempt was made to educate depositors to 
the fact that their banks were in excep- 
tionally liquid condition. Result: Came 
Christmas time, and great disturbance 
among bank depositors. Unscotched 
rumors came to fruition, and banks 
finally had to put into effect the protec- 
tive clause on time deposits, requiring 
notice of withdrawal. That is bad. 

What have been the results of the 
frank-stand bankers? One instance was 
cited by Carroll Dean Murphy in the 
January number of this magazine, as 
follows: 
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“In , Iowa, there is a banker 
named ————,, who has asked his deposi- 
tors either to stop kicking and gossiping 
about his bank or to come in and get 
their money. In the Gazette-Republican 
of Cedar Rapids, we learn that the de- 
positors took the hint and that not only 
is sentiment changed in ———,, but that 
Mr. ———— has new prestige in the 
community. It says in part: 

“* —__._ people were told that, if 
they didn’t know enough to support a 
sound bank when they had one, Mr. 
——— has no inclination to give them 
longer the service of such a bank. He 
told depositors they could have their 
money, and he told borrowers they 
would have to pay their notes. On the 
one side, he told Sam Jones, borrower, 
that his loan would have to be called 
because his neighbor, Smith, had decided 
he wanted his money out of the bank. 

“Nor is this humorous. We can vis- 
ualize people in and wherever 
Mr. ———— runs banks, taking a new 
view about business, putting the money 


back into circulation and again talking, 
acting, buying, and selling in a normal 


Another report on frank-stand bank- 
ing originated in Ohio. There, and it 
is not an exceptional situation, the banks 
were more liquid than they had been 
in history. All the bankers in town got 
together and decided that the public 
should be told. They did tell them—in 
language which assumed that the public 
were bankers. Each bank contracted for 
generous advertising space in the local 
press, and simultaneously one morning 
there appeared detailed accounting state- 
ments as to the condition of the banks. 
The results? By noon, depositors, hav- 
ing seen the flag waving, and not being 
able to interpret the signal, assumed the 
worst and formed lines to get their 
money out. Every bank in town was 
faced with a run. They might as well 
have published their statements in Greek 
for understandability. 

An instance of clearing-house action 
in ne community in a state where there 

been serious banking trouble, aris- 
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ing from depositor nervousness, is that 
of Allentown, Pa. The clearing-house 
there signed articles which appeared 
daily in the local papers, describing 
briefly and simply: what a bank is and 
how it works; what part customers play 
in the conduct of banking; and why a 
community has banks. This is an exam- 
ple of how far that educational cam- 
paign goes: 

a . You have then made a “Time 
Deposit’ as he (the banker) calls it, or 
what you have perhaps called a ‘savings 
account.’ The essence of this agreement 
with your banker is: 

“1. He agrees to pay you interest on 
your money at some stipulated rate— 
generally 3 per cent. 

“2. He does not agree to honor any 
orders or checks that you may write 
against your deposit or your ‘balance’ 
with him. 

“3. You agree to come into the bank 
yourself with your bank book when you 
make a withdrawal of any part of your 
deposit, and 

“4. You agree to give him a month or 
two notice before you ask for .your 
money. 

“On the bank’s statement this kind of 
deposit is called a “Time Deposit’ be- 
cause the bank does not have to return 
the money until a certain time has 
elapsed.” 


‘Such a campaign of education along 
lines which bank depositors are at pres- 
ent eager to learn has created good-will 
for banks in Allentown. When frank, 
simple, language, intelligently directed to 
dispel lack of knowledge and misinfor- 
mation, has been demonstrated to be thus 
effective in (1) diluting mystery and (2) 
restoring confidence, is it reasonable for 
bankers facing the serious situations 
many of them are, to sit tight, say noth- 
ing, and let the thing run its course? 
It isn’t even good horsemanship. 


STAND-PAT BANKING 


One more specific instance should be 
cited, illustrating the effects of stand-pat 
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and tours planned and booked to any part of 
the world by the American Express Travel Service. 
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banking in the face of crisis. A certain 
bank had for months been building up 
a huge bulwark of liquidity, defenses 
against the worst, which its management 
feared would come. To do this it was 
necessary to curtail the accommodation 
customarily accorded its local business 
borrowers. One local business man, a 
customer of long standing, came in to 
arrange his usual fall credit line. The 
loan officer finally reported to him that 
his application had been refused by the 
committee. The banker was unable to 
give a satisfactory explanation of the 
reasons to the customer, who was aware 
of the bank’s unusually liquid condition. 

This customer was visiting with his 
neighbor shortly after that, and the con- 
versation ran to business. They agreed 
that it was bad for both of them. The 
first man said that his credit line had 
been turned down by the bank — first 
time in the six years he had been in busi- 
ness there. His neighbor had had a simi- 
lar experience. The results? Each of 
those men started transferring money 
from the local bank’s time deposits, into 
safe deposit—just in case, you know. A 
slow run developed in that bank. Before 
it ended, lines had formed and a minor 
panic was on. The bankers reasoned 
that they certainly were fortunate in 
having had the foresight to build up 
beforehand, sufficient liquidity to meet 
the eventuality which they had antici- 
pated. Thus did mutual lack of confi- 
dence cripple a strong bank and prolong 
the local depression. 

Finally, we have a letter to quote, 
written by a man who knows—he has 
been there. He rode a good bank through 
the early part of Florida's deflation 
which followed the boom culminating in 
1925. He came through unscathed, per- 
conally, but his horse died under him. 
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Depositors took all the money out of that 
very liquid and strong bank. He writes 
as follows: 


“Bank runs have the same effect on 
the life of banks that disease has on the 
human body. When it strikes, whether 
suddenly as heart disease or slowly as 
in tuberculosis, only the fittest survive. 
The seriousness of the disease is not 
realized until it is too late. 

“From the experience of Florida in 
1929 we know that in some cases there 
banks were maintaining a greater degree 
of liquidity thirty to sixty days before 
a whispering campaign or run was 
started, than banks operating in other 
states at that time where customers never 
gave the slightest thought as to the safety 
of their deposits. But liquidity alone 


cannot make a bank fit, for in unusual 
times like the present, just as in the 
Florida experience of 1929, a small bank 
cannot operate long at a profit unless a 
large portion of its funds are loaned at 
fairly good interest rates. 

“The greater the knowledge of bank- 


ing procedure on the part of the public, 
the less likely are unfounded rumors to 
start, and once started, well informed 
depositors alone can stop them. 

“The change of bank statement forms 
and the use of simple language and plain 
charts to clearly show the bank’s condi- 
tion to the average customer is, in my 
opinion, one of the principal steps in an 
educational program to show the public 
how a bank handles the money entrusted 
to it by depositors.” 


It makes little difference which came 
first. What our banking structure is 
concerned with—bankers, depositors and 
borrowers alike—is: Which will prevail 
—chaos or confidence? 





CONDENSED STATEMENT OF CONDITION 
December 31, 1931 


Che 
Cleveland 
Crust Company 


ASSETS 


Cash on Hand and in Banks .. . $ 28,464,493.09 


United States Government Bonds and 
Certificates . .. : 24,129,667.56 


State and Municipal Sends _ Other 
Bonds and Investments, including 
Stock in Federal Reserve Bank. . 27,101,586.32 


Loans and Discounts . .. . - 187,974,334.82 


Banking Houses and Lots and Other 

Pe «6 + ee ee ee 8,176,310.37 
Interest and Earnings Accrued and 

Other Resources .. . — 2,397,059.03 


Customers’ Liability on asiente of 
Credit and Acceptances Executed 
ann + + ee + +! ee 1,874,804.29 


Total .... . . . $280,118,255.48 


LIABILITIES 

Capital Stock . .... - « « $ 13,800,000.00 
Surplus and Undivided Profits — 11,352,497.56 
Reserve for Taxes, Interest, etc. . . 965,603.40 
Dividend Payable, January 2,1932 . 414,000.00 
Bills Payable and Rediscounts . 5,500,000.00 
eee a ee ll | 
Other Liabilities . . . . . 2... 583,845.62 
Letters of Credit and Acceptances 

Executed for Customers ... . 1,874,804.29 


Total ..... . . $280,118,255.48 


Member Federal Reserve System 
Member Cleveland Clearing House Association 











same in a branch bank as in an 

independent bank. He must re- 
ceive deposits or pay money or do both, 
as may be required under the particular 
system employed. However, there are 
certain peculiarities in the work of a 
teller in a branch bank. 


[= work of a teller is virtually the 


DEPOSITS FOR OTHER BRANCHES 


Among other things, the purpose of 
a branch system is to provide such con- 
veniences as a depositor cannot obtain in 
a bank without branches. A depositor 
in “Branch A” may, therefore, make a 
deposit in “Branch B” for credit to his 
account at “Branch A.” The mechanics 
for handling this service are simple. 

In such a case, the depositor should 
be required to make out two deposit 
tickets instead of one and to present 
them together with his passbook and his 
deposit to the teller, indicating on the 
deposit tickets the branch where the ac- 
count is maintained. The tickets are 
checked off, and the deposit is verified 
as in all other cases. When no passbook 
is presented, three tickets should be pre- 
pared, and one should be receipted and 
returned to the customer. 

The checks are cleared by the branch 
receiving the deposit, and the cash is 
placed with its own. The deposit is 
remitted through the medium of a branch 
check made out in triplicate, signed by 
the teller, and countersigned by an ofh- 
cer. Such a check bears the number of 
the branch issuing it, the date, amount 
and Jescription of the deposit, the name 
of th» customer, and the number of the 
branc; to be credited. The copies are 





Risks of the Teller’s Department 


Procedure to Be Followed in Branch Banks 


By BENJAMIN L. FISHBACH 


This is the sixth of a series of seven articles dealing with the risks involved in the operation 
of the tellers’ department of the commercial bank and showing how these risks may b 
minimized by proper methods and safeguards. 


e 


then separated and disposed of as fol- 
lows: 

1. The original check acts as a debit 
and, after the original deposit ticket is 
attached, it is forwarded to the branch 
for which it is intended. Upon its re- 
ceipt the deposit ticket is detached and 
is used as a credit to the customer’s 
account while the branch check is in- 
dorsed and put through the rack depart- 
ment as a debit to the “branch check” 
account. Thus on the books would ap- 
pear, in effect, 

Debit: Branch check account. 

Credit: Customer's account (for de- 
posit made at another branch). 

2. The duplicate check acts as a 
credit and, after the duplicate deposit 
ticket is attached, it is held by the gen- 
eral bookkeeper of the branch originally 
receiving the deposit. In this case “cash” 
and “checks” received or “exchanges” 
account is debited, and the “branch 
check” account credited. Thus, on its 
books would appear: 

Debit: Cash (and/or) exchanges. 

Credit: Branch checks outstanding. 

When the original branch check is 
returned through the rack from the cus 
tomer’s branch, it acts as an offset to 
the “branch check” account, and the pic- 
ture would then be, 

Debit: Branch check account (offset). 

Credit: Customer’s account. 

Debit: Cash (and/or) exchanges. 

Credit: Branch check account x (off- 
set). 

3. The triplicate copy remains per- 
manently in the branch check book for 
future reference. 

The branch check book is generally 
kept in the custody of the head teller, 
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ebendable 


in any weather 


Wisconsin’s 
outstanding 


bank .. 


The dependableness of the First 
Wisconsin has been demonstrated 
in every kind of economic weather 
... through booms and declines, 
upturns and downswings for more 


than 78 years. 


This solid dependableness reflects 
well-informed management, am- 


ple resources, complete facilities 


for efficient service. It is one of the 
basic reasons why more than two- 
thirds of all the banks in Wisconsin 
are First Wisconsin correspondents. 
It is an important reason why 
banks everywhere regard this 
bank as an essential point of con- 


tact with the great Wisconsin area. 


FIRST WISCONSIN 
NATIONAL BANK 


OF MILWAUKEE 


Unit of Wisconsin Bankshares Group 
Combined Resources over $300,000,000 











who receives an inter-departmental ticket 
from any other teller desiring a branch 
check. These inter-departmental tickets 
(or receipts) are automatically cancelled 
out at the end of the day. 


BRANCH CHECKS 


If a check is drawn on one branch of 
the bank and cashed by a payee at an- 
other branch, the question very often 
arises as to whether a drawee branch 
may return such check at the request 
of the maker to stop payment or for any 
other valid reason. The principle in- 
volved is whether one branch in its rela- 
tions with another can be considered on 
the same plane as an outside bank. The 
opinion always has prevailed that the 
relationship of principal and agent be- 
tween a bank and its branches was ex- 
tended to cover dealings with third par- 
ties. Under these circumstances should 
one branch cash a check drawn on an- 
other branch of the same bank, the 
drawee branch would be precluded from 
refusing payment of the item for any 
reason whatsoever at the time of pres- 
entation. Furthermore, if the principle 
of principal and agent were strictly 
enforced in such matters, a branch would 
be under obligation to give immediate 
credit, as cash, for checks deposited by a 
customer drawn on other branches. Un- 
der these conditions, in order to be rea- 
sonably prudent, it would be necessary 
to ascertain for a certainty that the 
branch check deposited or cashed at that 
other payee branch was absolutely good 
and that payment was guaranteed by the 
drawee branch. But how would the 
bank be safeguarded against forgeries or 
other irregularities, which could not be 
redeemed even after discovery? It is 
in fact difficult to conceive how a branch 
system could be run expeditiously under 
these circumstances. The routine work 
would be seriously delayed, and the 
handling of details would be so cumber- 
some as to reduce efficiency and render 
branch operations ineffective. 

Fortunately, however, our courts are 
reccnizing more and more the problems 
of branch banks and now take a more 
libe~al attitude, which can be evidenced 
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by their decisions. In the case of Dean 
vs. Eastern Shore Trust Co., 150 Atl. 
Rep. 797," decided by the Court of Ap- 
peals of Maryland, it was held that 
when a branch of a bank deals with third 
parties and as part of its functions 
accepts deposits, makes payments, and 
discounts paper, it may be considered an 
entity separate and distinct from the par- 
ent institution. The decision read in 
part: 


The term “branch” when applied to such 
institutions naturally implies the existence of 
an organization sufficiently complete to trans- 
act such business as is ordinarily done by a 
bank, such as discounting negotiable paper 
and receiving deposits and paying them out 
on demand. And, while all its branches are 
parts of a single organization, nevertheless, 
in dealing with third persons they may prop- 
erly be regarded as so far separate and dis- 
tinct that in respect to such transactions as 
discounting commercial paper, and receiving 
and paying out deposits, when so earmarked 
as to identify them as local to some specific, 
ascertained and named branch, such branch 
will for the purposes of that transaction be 
regarded as a separate complete entity. Any 
other rule would not only lead to intolerable 
confusion and inconvenience, but would vir- 
tually destroy the value of the privilege 
which the state has given to banking institu- 
tions to establish branches. . . . The 
trend of authority both here and in England 
has been to hold that they are to 
be regarded as distinct complete entities. 


Other cases on this subject are Clode 
et al. vs. Bayley, 12 M. & W. 51; Wood’ 
land vs. Fear, 71 El. & Bl. 521; 50 A. L. 
R. 1348, 1357; London P. & S. W. Bank 
vs. Buzard (1918) 35 Times L. R. (Eng.) 
142; McNeil vs. Wyatt, 3 Hump. 
(Tenn.) 125. 

The importance of this case is self- 
evident. It allows banks with branches 
perfect freedom of movement. The 
teller may, therefore, follow the same 
rules in cashing checks of other branches 
as he does in cashing outside checks. 


CASH POSITION AND CASH AUDITS 


As a rule each branch is allotted a 
maximum amount of cash, which it 
should keep on hand, and any excess 





*“Branch Banks Separate Entities from 
Parent Institutions,” The Banking Law Jour- 
nal, August, 1930, pp. 579-81. 







CITIZENS 


NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 


Statement of Condition 
at close of business, Dec. 31, 1931 


RESOURCES 


Loans and Discounts. o + « « « « 906,455 369:95 
Federal Reserve Bank Stock 7 ; 420,000.00 
Stock in Commercial Fireproof Building — 

Head Office Building . . . . . -y 383,825.00 
Bank Premises, Furniture and Fixtures, ; and 

Safe Deposit Vaults (including Branches) . 1,617,270.10 
Customers’ Liability under Letters of Credit 

and Acceptances . . _ « « eee 
Redemption Fund with U. S. Taner. ee 37,500.00 
Other Resources . . oe 924,405.10 
CasH AND EXCHANGE . " $19,805,928.81 
ACCEPTANCES OF 

OTHER BANKS .. 2,138,808.94 
U.S. Govt. Bonps and 

TREASURY CERTIFICATES .9,051.635.68 
County, MunIcIPAL 

and OTHER Bonps ._ 12,040,846.01 43,037,219.44 


i.) | rm 


LIABILITIES 


CofeiGeck ....+sirisisne Fae 
Surplus . . < «ee # woe «- « « SOaeOoo ce 
Undivided Profits oe Ti oak See 1,902,181.55 
Dividend Payable Jan. 2, eae os, 250,000.00 
Reserved for Taxes, Interest, Etc. . . . . 178,542.87 
Discount Collected—Unearned en dicate. Vou a 74,414.30 
Circulation . . oe 750,000.00 
Letters of Credit and Liability as ; Acceptor or 

Endorser on Acceptances and Foreign Bills . 4,219,731.57 
Crees ww lk le lll 60,877.12 
ge tg" el 96,762,413.95 
6 ws Wo 6 ee Sa $118,198,161.36 











The CITIZENS BANK has for more than forty-one years been a 
conservatively operated institution, serving the Los Angeles area, 
affording correspondents prompt and thorough co-operation. 
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should be shipped. At the end of the 
day a branch official should send to the 
main office a report of the cash on hand 
and a record of the amount to be shipped 
on the following business day. In this 


manner the authorities at the head office 
may determine the true cash position 
long before the branch statements are 
consolidated. 

In order to keep a teller on his toes 
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it is an excellent policy to require branch 
officials to make weekly cash audits and 
to submit reports of their findings to the 
main office. It is also customary for the 
auditors of the main office to examine 
the tellers’ cash as well as to audit all 
the important records of the bank at 
regular intervals. This audit, of course, 
is additional to the bank examinations 
conducted by the banking authorities. 


Accountants Co-operate with Banks 


O-OPERATION between ac- 

countants and bankers is being 

advanced by a special committee 
of the American Institute of Account- 
ants, appointed for this purpose. A let- 
ter from this committee, outlining its 
policies and offering aid to state com- 
mittees in carrying forward this move- 
ment, has been sent to all state com- 
mittees. The letter follows: 


Societies of certified public accountants in 
almost every state are giving attention to 
means of co-operating with bankers of the 
vicinity. .The American Institute of <Ac- 
countants has for about ten years maintained 
cordial and helpful relations with the Robert 
Morris Associates, the national association of 
credit officers cf banks. This letter is written 
to offer to state committees whatever as- 
sistance the Institute’s committee, through its 
long experience, may be able to render. 

The national committees were originally 
formed to discuss accounting problems aris- 
ing from financial statements submitted to 
bankers for credit purposes. The questions 
have been concerned chiefly with the proper 
classification of items on the balance-sheet, 
such as the segregation of amounts due from 
officers or stockholders; disclosure of con- 
tingent liabilities; recognition or disclosure of 
possibility of loss on future commitments: 
clarity in wording of certificates; extent of 
verification of quantities and values of in- 
ventory items. Many other types of ques- 
tions have been received from bankers from 
time to time, but those mentioned represent 
the principal groups. 

The Institute’s committee has endeavored 
to clarify in the banker's mind the relation of 
the .ccountant to his client and the essential 
limitations of the auditor in his professional 
capacity. 

have been able to show the Robert 
Associates in many instances that ac- 
nts were not at fault, and we have 


pointed out that often the bankers themselves 
were not discharging their full responsibility 
to study the accountant’s report and his cer- 
tificate. On the other hand, when account- 
ants have been in the wrong we have not 
hesitated to express our opinion to that effect, 
and if the offender were a member of the 
Institute the matter was brought to his atten- 
tion. 

A year ago two meetings of accountants 
and bankers took place in New York. The 
discussion was reprinted in pamphlet form 
and copies were distributed to all members 
of the Institute. 

Many of the answers to questions raised 
by bankers may indicate differences of opin- 
jon among accountants. It is naturally ex- 
tremely desirable that the profession in so 
far as possible present a united front in its 
expressions of what it considers good ac- 
counting practice. It would obviously be 
unfortunate if the local chapters of the Robert 
Morris Associates were to report to national 
headquarters contradictory opinions offered 
by certified public accountants in different 
states. 

It has been our experience in the past in 
arranging joint discussion that it is best to 
have the bankers submit their questions in 
writing ahead of time. The accountants’ 
committee can then discuss the questions in 
advance and formulate answers which will be 
generally acceptable. Individual accountants 
should be delegated to answer specific ques- 
tions on the floor so that there will not be 
misunderstanding and confusion when the 
debate takes place. 

It is hardly necessary to point out how im- 
portant it will be for the accountants in each , 
state to maintain a dignified and independent 
attitude in their discussions with bankers. | 
There have been instances in which bankers 
have attempted to fix upon the members of 
our profession a responsibility which they 
could not justly be asked to assume, and 
there is no better way of earning the respect 
of bankers than to state plainly what our pro- 
fession believes its rights, as well as its re- 
sponsibilities, to be. 





This Year's 
ENTERING CLASS 


(DAY DIVISION) 


Graduates of High Schools: 
Classical (College Preparatory) . 
Scientific 
General 
Commercial 


Admitted with academic deficiencies 
14 per cent consist of college graduates and men who have had 
some college training. 


Average age 20. (Men only) 


Resident students 
Out-of-town students living in dormitories, fraternity 
houses, and private families 


(The Bentiey ScHooL was started in 1917 with 29 students. The 
enrollment last year was 2,711. The enrollment for this year will be 
published after the mid-year enrollments are completed.) 


CATALOG MAILED ON REQUEST 


The BENTLEY SCHOOL of 
ACCOUNTING é FINANCE 


921 Boy.tston Street, Boston, -Massachusetts 
H.C. Bentrey, C.P.A., President 














“Sentiment Worse Than Facts” 


Albert H. Wiggin Tells Stockholders of Chase Bank in Annual 
Message 


HILE no mere optimism or 
legerdemain in the use of credit 


can restore the buoyant pros- 
perity of 1929, sentiment is now worse 
than facts, Albert H. Wiggin, chairman 
of the governing board of the Chase 
National Bank of New York, told stock- 
holders of that institution in his annual 
message to them. 

“In the midst of the crisis,” he said, 
“an immense volume of business still 
goes on and a great structure of values 
and credits stands. The level of values 
and the volume of business are both de- 
pressed by fear of the unknown, far 
below the level justified by the facts, and 
both are capable of. substantial revival 
with a mere change of emotional atti- 
tude.” 

The German situation was discussed 
in detail by Mr. Wiggin, who is in 
Germany as the representative of 100 
American banks negotiating a new 
“stand-still” agreement on German 
short-term credits. 

“Both commercially and financially,” 
he said, “Germany has exhibited a great 
vitality in the difficulties of the past two 
years and especially during the past 
year. She has highly modern industrial 
plants and equipment and a highly in- 
telligent, disciplined and productive 
population. She has not been able to 
pay all that has been démanded of her, 
but she has repaid her creditors approxi- 
mately ¥,000,000,000 reichsmarks, or al- 
most $1,200,000,000, since the autumn 
of 1930, and she continues currently to 
make large payments. 

“Germany made all payments both on 
reparations account and on commercial 
account until the summer of 1931, when 
here was a concerted call from all her 

reditors demanding not merely inter- 

* but also repayment in full of prin- 

| on short credits. 

‘The stand-still agreement was made 


in August of 1931 following the London 
conference, and matures February 29, 
1932. Because of the approaching 
maturity of this agreement a committee 
representing foreign bank creditors is 
now discussing the subject with the Ger- 
man Banking Committee in Berlin.” 

Much of the German debt could be 
paid, Mr. Wiggin said, if it could be 
paid in reichsmarks instead of the 
foreign currencies in which the debts 
are payable. 

“But Germany is currently making 
large payments. The amount of the 
debt to all the creditor countries under 
the stand-still on July 31, 1931, was ap- 
proximately 5,500,000,000 reichsmarks 
($1,309,000,000). This has been re- 
duced by approximately 1,080,000,000 
reichsmarks ($257,040,000). The re- 
mainder, 4,420,000,000  reichsmarks 
($1,051,960,000) is less than the 
amount which Germany has repaid since 
the autumn of 1930, which was 5,000,- 
000,000 reichsmarks ($1,190,000,000). 

“These repayments represent a tre- 
mendous effort. They constitute abun- 
dant evidence that the short-term credits 
which Germany received were on the 
whole wisely used, and that Germany 
has been internally much more liquid 
than was generally assumed. Had Ger- 
many’s internal credit situation been less 
liquid, such rapid payments could not 
have been made, and in that case the 
gold and foreign exchange reserves of 
the Reichsbank would make a much 
more favorable showing than that now 
presented. The repayments have been 
excessive. It is in the interest of the 
creditors as well as of Germany to pro- 
tect the gold and foreign exchange re- 
serve of the Reichsbank. The future 
schedule of repayments depends on the 
transfer facilities available, and must 
not further deplete the Reichsbank’s re- 
serves.” 
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EVENTS OF 1931 


In a summary of the events of 1931, 
Mr. Wiggin said: 

“The year 1931 began with a sub- 
stantial revival of confidence, following 
a violent decline in volume of business 
and in securities prices which had 
reached its climax in the middle of De- 
cember, 1930. The first two months of 
1931 showed sharp improvement in 
securities prices. But the hoped-for im- 
provement in business did not material- 
ize, and March brought very disappoint- 
ing news. Tax receipts on March 15 
fell far below the figures of the preced- 
ing year. The Farm Board announced 
a change in policy which meant in effect 
the abandonment of the effort to valorize 
wheat. A series of dividend cuts em- 
phasized the sharply reduced earnings 
of railroads and industrial corporations. 
The concentration of so much bad news 
into a very short period undermined 
public confidence. 

“The first of the year’s series of 
violent reactions in the securities mar- 
ket began in March and culminated in 
June. Adverse foreign developments of 
first importance came during this period. 
The difficulties in Austria in early May 
were followed by a concerted run of 
foreign creditors on Germany. Presi- 
dent Hoover’s splendid effort to bring 
about international co-operation to 
strengthen Germany led to a rally in all 
markets and there was renewed hope- 
fulness in late June and early July. 
Copper, cotton, wheat and other basic 
commodities improved in price. But 
the delay in reaching an international 
agreement was more than nervous credi- 
tors could stand and renewed pressure 
on Germany led to a general setback. 

“An international run on England 
came in August and September which 
led to the abandonment of the gold 
standard in England, and this was fol- 
lowed in October by an international 
run on the United States. The shock to 
world credit of the abandonment of the 
gold standard in England was grave. 
All over the Continent of Europe men 


were questioning every credit. In a 
short period of time gold was drawn 
in excess of $700,000,000 from the 
United States for foreign account. 

“The steadiness with which the Fed 
eral Reserve banks and the American 
banking community met this run, giving 
a demonstration of the soundness of our 
gold standard and of our ability to 
liquidate whatever credits it was neces 
sary to liquidate in maintaining the gold 
standard, represents a great achieve- 
ment. The American dollar is a gold 
dollar and the world knows this now 
and believes it. The first credit of the 
world stands unshaken. Gold has re- 
turned in very substantial volume since 
the end of this run and an important 
step has been taken in restoring inter- 
national confidence.” 


IMPORTANT CO-OPERATION 


The acute difficulties of 1931 have, 
Mr. Wiggin said, led to the following 
important co-operation, national and in- 
ternational: 


1. American banks at the instance 
of President Hoover have joined in the 
formation of the National Credit Cor- 
poration. 

2. Seven governments, including the 
Government of the United States, joined 
in the London conference in July in 
recommending: 

(a) That the central banks, includ- 
ing the Federal Reserve banks, renew 
their credit of $100,000,000 to the 
Reichsbank; 

(b) That the bankers of the world 
maintain the volume of credits they had 
already extended to Germany; and 

(c) That the Bank for International 
Settlements set up a committee to con- 
sider the immediate further credit needs 
of Germany and the possibilities of 
funding a portion of the existing short- 
term credits. 

3. The bankers of the world have 
united in meeting these requests of the 
governments. One of the results of this 
co-operation is the stand-still agreement. 





QO 


sg et ote CO Oo 


-—= <a 


ant &3 


‘nn aon 8 ao 


INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


FEBRUARY, 1932 


How and Why to Buy Bonds 


By J. HARvIE WILKINSON, JR. 
Manager Investment Department State Planters Bank & Trust Company, Richmond, Va. 


SIDE from the academic aspects of 
At matter, it is safe to classify 
banks’ primary reserves as cash, 
float, and due from banks. It is cus- 
tomary to add to this group balances 
with the Federal Reserve Bank, which 
balances constitute banks’ legal reserve. 
However, this legal reserve cannot be 
drawn down except at great penalty. In 
secondary reserves there should be in- 
cluded call loans, bankers’ acceptances, 
commercial paper, short-term United 
States Government ‘bonds, short-term 
high-grade municipal bonds and short- 
term high-grade corporate bonds. 

It is more than likely that, as time 
goes on, the interior banks of the United 
States will become greater buyers of ac- 
ceptances than they are now. The un- 
questioned credit and the active market 
existing for them at all times are natural 
factors in their favor. Moreover, and 
this is an important point, the ability to 
buy definite maturities of varying lengths, 
which can be made to coincide with de- 
posit fluctuations, is desirable. Prime- 
Name commercial paper, too, has its ad- 
vantages. It is self-liquidating and of 
relatively short maturity. The market is 
not as active as is the acceptance market. 
There is, however, to be had a slightly 
greater return from prime-name com- 
mercial paper than from bankers’ ac- 
ceptances and where large institutions 
are ualified to do thorough credit an- 
alys. work, there is no reason why 
com:.ercial paper should not be included 
in th secondary reserve portfolio. 

t :s important that the small banks 


an address before the Second South- 
1k Management Conference. 


also have liquid secondary reserves, but 
unless the larger correspondents of these 
banks set up some arrangement to service 
definitely these institutions, it is difficult 
to see how this latter group can with 
wisdom purchase commercial paper. Let 
us examine the changed status of coun- 
try banks. In 1922 the average amount 
of commercial paper outstanding at the 
end of each month was $768,500,000. 
In 1929 the average amount outstanding 
was $322,000,000, a decline of 58 per 
cent. In the early part of the present 
decade there were many well known 
names in the market available at a good 
rate of return. Since that time the mode 
of financing has changed complexion and 
both the amount and names in the:com- 
mercial paper market have changed con- 
siderably. Many companies have financed 
through stock issues, others through 
bonds, and still others have taken to 
bankers’ acceptances, which in 1925 
averaged $696,000.000 a month and in 
1929 $1,298,000,000 a month. This 
changing complexion, then, has tended 
to rob the country bank of one source 
of liquid investment and that source was 
its main one. 


HIGH RETURN AND LIQUIDITY 


Moreover, the small banks seem to 
possess to a large degree the age-old char- 
acteristic of wishing to have their cake 
and eat it too. The desire for a high 
return on investments of every nature 
leads those banks to disregard bankers’ 
acceptances, commercial paper and short- 
term highly liquid bonds. There is no 
earthly way to compromise this matter 
with one foot on the path of high return 


181 





THE BANKERS MAGAZINE 


VERY bank executive and every 

owner or prospective buyer 
of bank stocks should have our 
January “Facts & Figures.” 


Copy on request 
Ask for Circular MB 2 


HoilROsE & TROSTER, 


Members Unlisted Securities Dealers Ass’n 
Members Association of Bank Stock Dealers 
74 Trinity Place, N. Y.WHitehall 4-3700 
Open End Telephones to: 
BOSTON HARTFORD PHILADELPHIA 
| lafayette 2228 5-2135 Rittenhouse 9360 





and the other on the path of liquidity. 
To one side or the other must one defi- 
nitely go, and the path of high return 
is composed of quicksand. The choice 
is plain and the consequences inevitable. 
If, as regards some points, we are now 
entering upon a new era of banking, will 
it not be possible to bring about a closer 
working relationship between banks in 
large cities and those in outlying districts 
wherein the former may, for a fee to 
cover the work involved, assist the latter 
in building a secondary reserve worthy 
of the name? There is not perfection 
in the city cousin but he does handle a 
great volume of transactions and a 
variety of problems which will make him 
helpful. 

In buying bankers’ acceptances the 
ability to buy definite maturities coincid- 
ing with deposit and loan fluctuations is 
desirable. It is not a simple indulgence 
of one’s academic tastes to graph over 
a period of ten years the fluctuations in 
a bank’s deposit and loan lines. This 
will be of definite value in the effort to 
set up a secondary reserve to the greatest 
advantage, but the astounding thing in 
this connection is that when we have 
before us this graph showing deposit and 
loan fluctuations, we do not always buy 
short-term Government bonds, bankers’ 
acceptances, and commercial paper to 
coincide with the dips in the deposit line 
and the peaks in the loan line. Naturally 
the dips and the peaks will be more 
marked in some years than in others but 
the average can be ascertained and the 
time of the fluctuations definitely noted. 


Cover the averages, note the time, and 
allow slight slack in accordance with 
conditions. The results will be favorable. 
If we determine these fluctuations and 
then do not buy our secondary reserves 
to care for them, there is no help in us. 

Several times mention has been made 
of short-term highly liquid bonds and 
this brings us to the question of the de- 
sirability of bonds for the investment of 
a bank’s funds. A short maturity in a 
bond is not synonymous with liquidity. 
In other words, one might well have a 
bond maturing in one year which is not 
as liquid as one maturing in eighteen 
months or two years. This matter of 
short maturity may easily be a snare and 
a delusion when it comes to liquidity. 
Short-term bonds are generally liquid, 
but it does not necessarily follow, and 
for that very reason the purchase of 
short-term issues as a secondary reserve 
must be closely watched. 


THE “TERTIARY RESERVE 


Bond buying for secondary reserves 
and bond buying for investment are two 
distinct operations which must not be 
confused. In the case of secondary re- 
serves, only one year to eighteen months’ 
bonds are desirable and these must be 
high-grade Governments, high-grade mu- 
nicipals, or unquestioned corporation 
credits. On the other hand, bond buy- 
ing for investment, which we will call a 
“tertiary” reserve, is a different problem 
and one causing banks much concern 
today. 

The banks outside of the largest met- 
ropolitan centers have a distinct problem. 
Suppose they do not invest in bonds, be 
they short-term, medium-term or long’ 
term. One of several things must happen. 
The money may be left on call or in the 
banks at a very low rate of return and 
if the institution has a secondary reserve 
of full strength, it cannot put an endless 
amount of funds in either of these chan- 
nels without a terrific sacrifice of return. 
Another avenue open for the investment 
of this portion of the money which 
would not be in bonds would be loans on 


securities to people in local communities. 
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There is reason and merit in so investing 
a portion of a bank’s funds, but unless 
the institution is in a large metropolitan 
area where the personal element is com- 
paratively insignificant, the investing of 
too large a portion in collateral loans to 
individuals in the community served by 
the bank will inevitably result in some 
embarrassment. In addition the liquidity 
is not there. 

A third outlet for these funds which 
are not going into bonds is additional 
commercial loans. A commercial bank 
to be true to its name must, of course, 
supply the commercial needs of the com- 
munity and the country before investing 
funds in a bond market, but within the 
coniines of good banking these com- 
mercial loans are limited, especially 
limit-d as to the quality desired. The 
placing of these non-bond funds in 
mars‘nal commercial loans is courting 
disascr. The pressure, be it conscious 
Or wniconscious, on loan officers when 
cash ‘s piled mountain high is intense. 
It i far easier to acquiesce in loan 
mak g when cash is lying idle in banks 


than when it is properly invested in the 
various channels available to financial 
institutions. Let none of us deceive our- 
selves as to this. Therefore, any debate 
becomes not one of bonds or no bonds 
but one of poor, unprofitable commercial 
loans, those venerable housekeepers, as 
against good bonds. Would you not 
consider a bank which had high grade 
securities—even though depreciated on 
today’s market—a sounder, more liquid, 
more profitable institution than one 
showing no bonds or few bonds and 
possessing a large supply of house- 
keepers? 

How many bonds should a bank buy 
in this “tertiary” reserve and what kind 
of bonds should it buy? A complete 
and definite answer to these questions is 
impossible, but we may set forth certain 
landmarks which, if constantly kept in 
mental view, would be of service. 

Bank bond buying should be more for 
the purpose of a satisfactory average re- 
turn over a period of years and less for 
the purpose of making a profit through 
trading operations. The bond account 
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must be a relatively permanent earning 
asset. It is possible to make a profit 
through buying bonds in times of tight 
money and selling them in times of easy 
money, but the successfulness of this 
depends largely upon two factors. The 
first point is not to buy too many bonds, 
not to buy bonds with temporary funds 
so that the necessity will arrive for 
liquidating in a disadvantageous market. 
The second point is buy good bonds. 
Profits can be made sometimes, but to 
count on such operations with anything 
approximating the clock-like certainty 
which must guard the operations of a 
bank is dangerous. If the bond account 


is so arranged in the volume of funds 
employed that the securities can be 
carried through fair weather and foul, 
then, provided the correct types of bonds 
are bought, there is indeed much to be 
said in favor of security portfolios. 


SIZE OF THE BOND ACCOUNT 


There are those who contend that the 
size of the bond account can he deter- 
mined by a correlation with time de- 
posits, the theory being that time de- 
posits are permanent and that a large 
percentage of such deposits can be in- 
vested in a bond account. In the light 
of practice, however, such a relationship 
does not hold for are there any such 
things as time deposits in the pure sense? 
To put into effect a thirty-day clause is 
to invite trouble and the practice is that 
time deposits can be withdrawn on de- 
mand, not after the giving of notice. 
As affecting the question of bank bond 
buying, the argument is often heard 
that banks gather up deposits of indi- 
viduals throughout the nation and in- 
vest them in securities, that this is the 
normal channel for the flow of capital. 
There is, however, a vital distinction be- 
tween bank deposits representing the 
savings of individuals and individuals’ 
savings. The former are subject to call; 
the latter are an entirely different mat- 
ter, and if an individual wishes to pur- 
chase bonds with all of his funds, it is a 
different thing from a bank’s purchasing 
the same bonds with the sum total of 
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individual savings given it in the form 
of savings deposits. Of course, rela- 
tively speaking, there is a permanency in 
the time deposits as regards their fluctua- 
tion and to that extent it is a useful 
measuring rod in determining the size of 
the bond account; but it is not, to re- 
peat, the sole measuring rod. 

Others would use the size of the 
capital account as a guide to the volume 
of bonds, here too relying on the theory 
of permanency. The error in this case 
lies with the fact that more often than 
not the capital account itself is absorbed 
by building, by real estate in one form 
or another and frozen loans. Accord- 
ingly the bond account cannot always 
be used as an offset against this truly 
permanent investment of capital. Should 
the capital account not be absorbed by 
the building of real estate and non-liquid 
assets, it too may be put in the classifi- 
cation of a guide. 

We come now to the condition of a 
bank’s loan portfolio, its other assets, 
and this appears to be the factor of 
greatest weight in determining the size 
of a bank’s bond account. The institu 
tion whose assets are liquid may pur- 
chase bonds to a greater extent than one 
whose assets are not so liquid and the 
institution itself is the sole guide as to 
the liquidity of loans. This, you may 
say, is a mere truism and generality and 
hence of no value, but I know of no way 
other than through using these three 
pegs—time deposits, condition of capital 
account, and nature of the loan port- 
folio—as guides to determine the size of 
security holdings. It will take some time 
and some effort for each bank to review 
its loan history, its loan portfolio, and 
from that determine what its duty to 
the community it serves actually is as 
regards the volume of funds it should be 
called upon to place in that community 
through the extension of sound loans. 

We should be weak and weary by 
now of hearing the phrase, “a bank's 
duty to the community.” The com 
munity owes the banks something and if 
you wish to phrase it as a “bank’s duty 
to the community,” the greatest duty a 
financial institution can perform to those 
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it serves is not to tie up any considerable 
portion of its funds in slow loans. A 
certain portion in slow loans, yes, in- 
evitable in practical banking, but the 
portion must be watched and must be 
kept within limits. 

It is useless to quote figures, ratios 
and percentages. The specific computa- 
tions would not apply in more than one 
or two cases out of many. The amount 
to be placed in the bond account must be 
determined by a consideration of the 
three factors mentioned above and this 
amount must be arrived at by each in- 
stitution for itself. But there are few 

inkers who would deny that they have 

both commercial and collateral 
sans, on their books today which, allow- 
for all the shocks and gyrations of 
bond market, they would, prefer to 
in that bond market when it came 
he question of safety and final 
dity. Experience then, experience 
J on past history—and past history 
t confined solely to the two preced- 
hectic years—is the only practical, 


safe guide. Some bankers say they will 
never buy bonds again; once the port- 
folio is liquidated never will another 
security enter it. Those individuals, 
however, are, it seems, too close to the 
situation for dispassionate observation 
and it is not unlikely that they and 
others will be buying bonds on a dif- 
ferent basis than they have been bought 
in the past just as they will be making 
loans on a different basis than they have 
in the past. And if they make stricter 
loans and better loans, what will they 
do with the surplus funds which used to 
go into the marginal, poor, or weak 
loans? 


KIND OF BONDS TO BUY 


What kind of bonds should a bank 
buy? This question is easy to answer 
though from the looks of portfolios one 
would judge it is not so easy to carry 
out. Buy high grade bonds. However, 
even though nine out of ten would ex- 
pect such a reply to the question, it ap- 
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pears that many have regarded the an- 
swer as merely a copybook story to be 
told but not to be followed. More and 
more is bond buying becoming a spe- 
cialty work with financial institutions 
and more and more will this be the case 
in the future. It is not a thing to be 
done as a sideline, it is not a by-product; 
it is, on the contrary, definitely a voca- 
tion and a major product. There are 
few bankers who would deny that many 
of the troubles which bank bond ac- 
counts today reveal would not have oc- 
curred had the bonds been purchased by 
individuals who analyze securities and 
markets. And here we come to a matter 
of paramount importance. 

We have been lax in our bond buying. 
It has been from 1923 through 1929 a 
seller's market. The situation will not 
be corrected until the banks as a group 
take such a stand that the market—at 
least that part which they affect, and it 
is a large part—will from now, hence- 
forth and forevermore be a buyer’s mar- 
ket. It was impossible to have lived in 
those unu:ual days of 1926 through 1929 
and not to have been affected by them. 
The banks were affected to a consider- 
ably less degree than were many indi- 
viduals and other financial institutions, 
but, nevertheless, affected they were. 
Bond buying became somewhat like 
observing modernistic painting in which 
a pleasing effect when viewed at a dis- 
tance was obtained rather than the com- 
plete and full satisfaction derived on 
closely studying the oils of a Rembrandt. 

Buying securities on name, coupon 
rate, and price is foolhardy. There are 
many things to be ascertained about a 
bond before purchasing it. In all frank- 
ness, banks face this alternative. Either 
they will through their sagacious buying 
policies dictate the methods of bond dis- 
tribution or else they will have to leave 
themselves knowingly open to one of the 
most pernicious practices existing today 
in American finance—high-pressure, par- 
rot-talk salesmanship. In this connection 
let us note a corollary advantage of great 
importance if the banks purchase sound, 
solid, safe securities. High-cost produc- 
ing companies, concerns which can live 
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only during feast times, will not be 
brought into existence so readily if it 
is not easy to launch them financially, 
This will tend to give better balance to 
our business structure and make for less 
wide variations in our business cycles, 
No Utopia will be brought about over- 
night but the effect will unquestionably 
be salutary. Too long have the banks 
indulged in modernistic bond buying.. 
Once more is it imperative to return to 
the Age of Classicism. But let us not 
think that the Age of Classicism is a 
narrow age in which one goes to the 
extreme of buying only six months’ Gov- 
ernment bonds. Classicism is broad, but 
thorough and satisfying. 


BOND BUYING FOR SMALL BANKS 


How, then, are the small and the 
medium-sized banks to buy bonds with 
any degree of effectiveness? I go back 
to my suggestion for buying bankers’ 
acceptances and commercial paper for 
the account of correspondent institu- 
tions. It appears as though the same 
method will have to be adopted in regard 
to bonds, which fact may necessitate 
banks’ withdrawing from the syndicat- 
ing and underwriting field. This is a 
problem which we shall have to solve 
in the next year or two and the outcome 
will be interesting. Again I say it is not 
bonds as bonds against which one can 
hold a brief as the cause of disaster, 
rather is it against the method in which 
bonds have been distributed and the ease 
with which they could be sold, inevitably 
contributing to the ease of underwriting. 
Anything could be sold and anything 
was underwritten. The fault was not 
solely with the merchandisers; the fault 
was with the buying public, largely un- 
educated in spite of certain fundamental 
investment principles gleaned during the 
World War. 

What constitutes high grade bonds? 
In these days and times only legals ap 
pear to come within the classification, 
indeed, ultra-legals, for many issues 
whose legality would have been unques 
tioned a year ago are today in danger 
of being dropped from the legal list of 
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New York State. What are high grade 
bonds, therefore, varies with the busi- 
ness cycle and whereas it is not possible 
to gauge and forecast perfectly the time 
and duration of the swings in the cycle, 
nevertheless, who should be in a better 
position to do so than the bankers? 

We must not, however, swing too far 
in the direction of the truly conserva- 
tive. Today, you may say, nothing has 
been too conservative. Cash in bank has 
been the most conservative and in the 
last six months the best single investment 
medium, but are we in the banking busi- 
ness for six months, are we in the bank- 
ing business solely during the current 
depression? The answer is unnecessary. 
Some bonds which seem hopelessly de- 
pressed in price will in the future be 
selling at a figure more closely reflecting 
their intrinsic worth. This is not to say 
that issues will not default—default they 
will for they never should have been 
brought out in the first instance, but 
today prices do not reflect true values 
on the basis of the facts at the moment. 


The facts may become worse and prices 
may have been right, but there are not 
many who would be inclined to agree 
that prices existing today for many bonds 
indicate the intrinsic merit behind the 
issues. 

I have said we are not in business for 


six months. In no sense do I wish to 
be construed as counselling a lack of 
caution or conservatism. Such is con- 
trary to the principles of good banking, 
but as we are endeavoring to shape our 
policies toward the making of better 
banks, it is necessary that we shape them 
in the light of a true perspective in 
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which loan and investment policies dove- 
tail one with the other. Just as our loan 
policies will be corrected in the light of 
experience gained in the depression so 
will our investment policies be changed, 
but this does not mean we are not going 
to lend money and it does not mean 
that we are not going to invest money. 
Both will be done, but let us perform 
these functions in a sane, balanced man- 
ner. Let us not confuse pure secondary 
reserves with bonds; they are separate 
and distinct. The antipathy to bonds 
and the failure of bond accounts to func- 
tion can be attributed in no small degree 
to the confusion of the two operations. 

What then are we going to do about 
the problem? Are we to sit idly by and 
wait for something to turn up? If we 
do, we can blame no one but ourselves 
for what occurs. There is from time 
to time much talk concerning the feasi- 
bility of laws to regulate investments of 
commercial banks. The objections to 
such laws for the inve:tment of bank 
funds are numerous and the basic prin- 
ciple that individual initiative guided by 
the educated and trained mind is far pref- 
erable to the shackles and rigidity of 
legislation is still firmly implanted in the 
American people. It will do no good 
merely to say we shall conduct sounder 
investment policies and better secondary 
reserves or to pass resolutions saying 
that our loan policies and our investment 
policies will be different in the future. 
It is necessary to catch a grip, to take 
hold and to drive ahead in action, which 
action should be motivated by much- 
study and a clear comprehension of the 
principles involved. 
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asking the questions will be used. 


be made by mail. 


editor to draw the proper conclusion. 


CC .: Because of the general 
business situation and conditions 
which prevail in general do you not 
think that the requirement of the usual 
two for one ratio should be raised to, 
perhaps, three for one? C. B.C. 


ANSWER: We have never believed 
that any set ratio was desirable to use 
in the consideration of any credit risk 
and have often expressed that opinion 
in this column. This is borne out by the 
various ratio studies made by the Robert 
Morris Associates under the guidance 
of Alexander Wall. In some lines of 
business a ratio lower than two for one 
might be acceptable while in other lines 
a higher figure should be set. This is 
based, as expressed before, on the fact 
that certain lines of business involve 
more of an element of speculation and 
possible shrinkage in value of commodi- 
ties handled than others, making a 
higher ratio limit desirable. It does not 
seem to us that it is as desirable to raise 
all ratios as it is to stick to present 
ratios and put forth extra effort to deter- 
mine that the assets going to make up 
those ratios are conservatively and prop- 
erly stated. It is necessary to consider 
carefully the value at which the inven- 
tory is taken, its probability of going 
lower, the cleanness of the inventory as 
to salability, etc., and check the receiv- 
ables closely. Under recent conditions 
manv good credit risks of a short time 


ago Jid not entrench themselves with 
sufficient rapidity and as a consequence, 





Problems in Bank Credit 


THE BANKERS MaGaziN_E has secured the services of a credit expert to answer the 
inquiries of readers on current problems of the credit manager. 
interest to credit men and bankers will be answered and only the initials of the persons 
In case the question is not one of particular interest 
to bank credit men as a whole or is one which has been answered before, a reply will 


Questions of general 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 
Inquiries should be addressed to the Editor, 
Bank Credit Problems, THE BANKERS MAGAZINE, 185 Madison Avenue, New York. 





with reduced volume and continuing 
overhead, used up too much of their 
working capital waiting for business to 
get better, and thus seriously impaired 


their paying ability. It is more essen- 
tiai than ever that receivables be care- 
fully analyzed and it will do no harm to 
go into the receivables item more closely 
than ever under present business condi- 
tions. The same comment applies as to 
merchandise. It is essential to determine 
whether inventory is clean and made up 
of good salable goods. 


QUESTION: The following  state- 


ment of a corporation engaged in the 








retail lumber business was recently 
furnished to us: 

oS Eee i eal $ 235.69 
Notes receivable ........ 1,200.00 
Accounts receivable ..... 4,987.23 
Merchandise ..........- 4,000.00 
CA se av dix mainnres $10,422.89 
Land and buildings ..... 12,000.00 
CHET “SHE sion. 0c tes ai 1,546.78 
$23,969.67 
TNGERG aR. .ci5</<\e4s'ae, $ 3,000.00 
Accounts payable ....... 2,224.39 
ENE fo oes Seneri cin esse $ 5,224.39 
RESTS TAO 10,000.00 
IN 55 or ere, crcnatcovare niece 8,745.28 
$23,969.67 


If this statement were presented to 
you with a request for a line of credit 
of $5000 what additional information 
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would you want before passing upon 


the risk? M. T. S. 
ANSWER: One important thing in 


the case of most small credit risks is 
talking to the borrower and endeavoring 
to judge, from the manner in which he 
answers your questions, as to his alert- 
ness, shrewdness and his grasp of the 
affairs of his business. In reviewing the 
above balance sheet we should do the 
following in an effort to attempt to get 
a clear picture of the company: Ask for 
at least one previous statement and 
preferably two in order that you might 
determine what progress has been made 
over the last few years. Get some sort 
of operating figures or at least some idea 
of the amount of business which the 
company does, its general expense and 
what the principals are taking out of 
the business. Find out from whom the 
notes are receivable and if not for sale 
of merchandise what was the purpose of 
such advance. Get a classification of 
accounts receivable as to age and 
whether or not all are due from cus 
tomers. Find out how merchandise is 
valued and whether there is obsolete 
merchandise or the inventory is well 
balanced and of active moving stock, 
not being long on the slow-moving and 
short on merchandise for which there 
are current orders. Note that inventory 
is given in round amount. Find out 
whether real estate is appraised high or 
low and how salable the property is. 
Ask to whom are the notes payable; is 
the money to be borrowed to clean up 
present debt, expand inventory, for 
special job or what. 

Being a small corporation we presume 
the individuals will indorse. What will 
indorsement add? What are plans with 
respect to repayment? To what extent 
is business seasonal? How high does 
debt go at the peak and is it possible for 
them to clean up or must they employ 
borrowed funds steadily? 


QUESTION: It has been our practice 


for some time to carry our collateral 


loans on a call basis. We have felt that 
in this way we could always call for pay- 
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ment and really had a reserve in loans 
of this sort. It has been suggested that 
we put these loans on a time basis and 
we would like your comment as to the 
advantages of having them on time. Do 
you not feel that having them on call 
provides a reserve which would be 
eliminated by having them on time? 


R. O. T. 


ANSWER: A great many banks 
have changed their policy of carrying 
collateral loans on a call basis. While it 
is true that some bankers have consid- 
ered such loans as a sort of reserve and 
led themselves to believe that they could 
call the loans at any time funds were 
needed, this has usually not proved the 
case in actual practice. Where call 
loans are made in the usual call-money 
market the case is distinctly different, or 
even where they are made to brokers 
with the distinct understanding that 
they are subject to call at any time, the 
situation may be somewhat different. 
However, in the case of usual collateral 
call loans made to customers of the bank, 
it is often found that, should oc 
casion arise where it would be desirable 
to turn such loans into cash, there is 
some impelling reason why it is not de- 
sirable to call the loans. The reasons 
affecting desirability vary, of course, but 
frequently center around the matter of 
affecting balances or disturbing the good- 
will of a customer and therefore what 
was expected to be a call loan and a 
part of reserve turns out to be a loan 
upon which it would be embarrassing 
even to ask for a reduction. A great 
many times the bank has carried the loan 
for a considerable period, it is properly 
margined and the collateral is good. 
Should the bank ask for payment, the 
borrower, in the absence of other good 
reason, is immediately put on notice 
that the bank is in need of funds and 
this information spreads, perhaps not to 
the advantage of the bank. Ordinarily 
the borrower cannot pay the loan with 
out selling a good part of the collateral 
or borrowing the money elsewhere. He 
probably does not wish to sell the col- 
lateral, and to borrow it elsewhere means 
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that his business goes elsewhere, so in 
either event, while the loan may be paid, 
his good-will is lost, and it is often this 
situation which prevents calling of call 
loans. 

Such call loans are call loans in name 
only and are usually not callable without 
causing some disturbance. Many banks, 
realizing this and knowing that in view 
of circumstances they have no right to 
consider them as a reserve, have placed 
such loans on a time basis, with the right, 
of course, to call should the collateral 
drop in value below the required mar- 
gin. These loans can be made on a 
three months’ basis with the interest 
taken off in advance (discounted) and 
in this way the earnings of the bank are 
improved. Further it prevents loans 
from becoming “sleepers” for they are 
brought up for attention every three 
months. When up for attention, bal- 
ances are considered, where with call 
loans it often happens that a borrower, 
as long as his collateral remains satis- 
factory, may even close his account with 


the bank without its coming to the at- 
tention of the loaning officer and the 
bank goes on indefinitely carrying a loan 
for someone from whom it gets no busi- 


ness. Many banks have further taken 
the attitude that collateral loans, even 
though properly secured, should not ride 
along forever with no reduction, but 
should pay out over a reasonable period. 
No doubt many arguments could be 
presented with regard to both sides of 
this attitude, but the fact remains that 
the turnover of funds in a bank is es- 
sential. 


QUESTION: We hold some bonds of 
a hotel. These bonds have been in de- 
fault and a committee has been formed 
to reorganize the company. I am serv- 
ing as a member of the committee and in 
arriving at our costs am interested in 
knowing what is a fair rate of deprecia- 
tion to be charged on hotel properties. 
Should we be able to obtain any data 
alone this line it will be very helpful. 
L. = 


“NSWER: In connection with de- 
ition we would refer you to the 
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Accountants’ Handbook by E. A. Saliers. 
This book quotes one authority as saying 
that the life of a hotel is from fifteen to 
eighteen years. It quotes another au- 
thority as suggesting 5 per cent. as a 
proper rate of depreciation for hotels. 
In calculating depreciation on various 
items another suggests 2!/7 per cent. on 
furniture, 15 per cent. to 25 per cent. on 
carpets, 10 per cent. on electro plate and 
2 per cent. to 30 per cent. on china and 
glass. Still another gives 2/7 to 3Y2 per 
cent. on brick and stone buildings, 312 
to 42 per cent. on frame buildings, 
based on actual life and not including 
repairs. 


QUESTION: In your opinion, when 
a bank has a bad loan, is it usually good 
judgment to try to work the proposition 
out by advancing additional funds? I 
appreciate that this is a very broad and 
general question but would value any 
comment you care to make. C. H. D. 


ANSWER: We have never seen any 
actual figures to show what the experi- 
ence of any bank has been over a period 
and doubt very much if any data along 
this line have ever been compiled. From 
hearsay we have generally gained the 
idea that the practice of putting in ad- 
ditional money has not proved wise and 
no doubt has given rise to the expression 
that it is foolish to “throw good money 
after bad.” No definite rule can be 
made, of course, and we have known of 
situations which have worked out nicely 
due to the advancing of additional funds 
and which have permitted the repay- 
ment of new money advanced and also 
the original loan. Perhaps the failure so 
often of situations to work out and for 
a part or even all of the new money 
advanced to be lost, is due purely to 
inability to distinguish properly and de- 
termine the reasons which brought the 
business to its present pass. Often a 
business gets into trouble because of a 
decided change in the economic situa- 
tion which is definitely against its re- 
cuperation, but that fact is overlooked 
and, because the business flourished in 
the past, the fault is often laid to mis- 
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management and an effort is made to put 
it back on its old earning basis by im- 
proving management and providing new 
working capital. In such cases, where 
the cause of its financial embarrassment 
is not properly detected, new money put 
in goes to waste. No doubt many at- 
tempts have been made to save businesses 
with the cards definitely stacked against 
them and a change in the economic situa- 
tion was the underlying cause. These 
changes in economics may be due to 
changes in the method of distribution, 
elimination of the article from general 
consumption because of replacement by 
something else, etc., or, in the case of a 
retail business, it may be due to change 
in the shopping center of the city, etc. 

It is therefore of prime importance to 


Plan for Savings Banks 


PLAN whereby savings banks of 
New York State may issue life in- 


surance, which its sponsor be- 
lieves will result in saving millions of 
dollars for small policy-holders, will be 
introduced as a bill at the next session of 
the New York State Legislature by 
Senator John A. Hastings of Brooklyn. 
The plan is modeled on one adopted in 
Massachusetts in 1907. 

According to Senator Hastings, his 
plan “aims to offer to the thrifty wage 
earners an opportunity to obtain and 
maintain life insurance and annuities at 
rates lower, and on terms better, than 
those of existing companies, by lessening 
the heavy expense entailed by the elabo- 
rate system of exploitation, promotion, 
solicitation and collection of insurance 
corporations.” 

Some of the features of the bill are 
as follows: 

That insurance departments of savings 
banks shall not employ solicitors or agents, 


and that no commissions or salaries shall be 
paid for the procurement of business. 
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determine the underlying reason for the 
trouble in which the business finds itself. 
The management may be poor, so poor 
that the economic situation is not even 
considered, and that is an element of 
danger. Where the underlying situa- 
tion on the economic side is reasonably 
sound and the trend does not seem def- 
initely against the company, and where 
the great cause seems to be mismanage- 
ment, the chances of recuperation of the 
business are much better than where the 
conditions are the reverse. Before putting 
in new money after old money be sure 
that you have properly analyzed the 
fundamental causes of trouble and that 
the trend of things is not definitely, even 
though slowly, against the business you 
are trying to bring back. 


to Issue Life Insurance 


No savings bank may write more than 
$1000 insurance on any one life, but a per: 
son may carry a policy in each bank operat- 
ing an insurance department. 

Administrative control of savings bank in- 
surance system shall be invested in the 
Superintendent of Insurance and Banking of 
the State, as trustee thereof. 


Only such policies may be written by 
banks as are prepared by the State Actuary 
for Savings Bank Life Insurance, an office 
to be created within the State Department 
of Insurance, and only at rates fixed by him. 

All insurance policies must guarantee a 
cash surrender value after payment of pre 
miums for six months or more. 


No savings bank insurance department 
may accumulate a surplus to an amount 
above 10 per cent. of its legal reserve. 

Savings bank insurance departments shall 
be subject to the same provisions with re 
spect to taxation and to all other provisions 
of law applying to mutual insurance corpora’ 
tions. 

The assets of the savings department of 
savings banks shall be kept separate, apart 
end distinct from the assets of the insurance 
department and the assets of the one de 
partment shall not be liable for the obliga 
tions of the other. 
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DEATH OF BANKER NOT COV- 
ERED BY WORKMEN'S 
COMPENSATION 


Quast v. State Bank of Wheaton, Su’ 
preme Court of Minnesota, 238 
N. W. Rep. 677 


HE death of a bank officer as a 
result of an automobile accident 
occurring while he was on a “good 
will tour” sponsored by business men for 
the purpose of advertising a county fair 
is not compensable under the provisions 
of the Minnesota Workmen's Compensa- 
tion Act. 


Proceeding under the Workmen's 
Compensation Act by Tillie Quast, 
claimant, against the State Bank of 
Wheaton, employer, for compensation 
for the death of Herman A. Quast, em- 
ploye. On certiorari to review an order 
of the Industrial Commission denying 
compensation. Order affirmed. 


OPINION OF THE COURT 


PER CURIAM.—Certiorari to the 
Industrial Commission to review its or- 
der denying compensation for the death 
of Herman A. Quast, the petitioner be- 
ing his widow. 

At the time of his death, September 
9, 1930, Mr. Quast was a director and 
president of respondent bank, doing 
business at Wheaton, the county seat of 
Traverse County. His death resulted 
from an accident to his automobile, 
which he was driving as a participant in 
a “good will tour” put on by Wheaton 
business men to advertise the county fair 
soon to take place under the auspices of 
Tr:verse County Agricultural Associa- 
tio.. Putting aside the question whether 


the employment of Mr. Quast was exclu- 
sively executive in character (Donaldson 
v. W. H. B. Donaldson Co., 176 Minn. 
422, 223 N. W. 772; Erickson v. Erick- 
son Furniture Co., 179 Minn. 304, 229 
N. W. 101), we find the record open to 
the conclusion that his participation in 
the good will tour was not referable to 
his connection with the bank, but only 
the voluntary act of a public spirited 
citizen desiring to further community en- 
terprise. That was the view taken by 
the Industrial Commission. It is so well 
founded in the evidence that it should 
not be disturbed. Order affirmed. 


PERMITTING ACCESS TO SAFE 
DEPOSIT BOX 


Stephens v. Commercial National Bank, 
California District Court of Ap- 
peal, 4 Pac. Rep. (2d) 258 


The plaintiff rented a safe deposit box 
in the defendant bank and later executed 
a general power of attorney to one Peter- 
son, authorizing him, among other things, 
to have access to the box. Some time 
later she wrote a letter to Peterson 
specificially authorizing him to take cer- 
tain stock certificates from the box. 
Peterson got the certificates and did what 
he was instructed to with them. About 
a month later, without special authority, 
Peterson made a second visit to the box, 
removed other certificates therefrom 
which he pledged for a loan in the 
amount of $23,500, and appropriated to 
his own use $5500 of that sum. 

The plaintiff sued for the amount of 
her loss. She contended that the au- 
thority in her letter was limited to one 
particular occasion and to the removal 
of specified certificates and that it did 
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IN ST. LOUIS the total commercial de- 
posits exceed $601,000,000. Of this sum 
more than $441,000,000 is held by the 
7 largest banks. And five of these seven 
leaders supply their customers with checks 
made on La Monte Safety Paper—further 


Rayer 


evidence of La Monte's wide acceptance; 
appreciation of the safety, durability and 
distinction La Monte lends to every trans- 
action. 

George La Monte & Son, 61 Broadway, 
New York City. Also branch offices in Chi- 
cago, Cleveland, Kansas City, St: Louis, At- 
lanta, Dallas, San Francisco and Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 
FOR CHECKS - Identified by wavy lines 


not cover Peterson’s second trip to the 
bank. The court held that the authority 
in the power of attorney was still in ef- 
fect. The letter did not in any way pur- 
port to revoke the authority granted by 
the power of attorney and the bank was 
accordingly not liable. 


Action by Catherine Bayne Stephens 
against the Commercial National Bank. 
From a judgment against her, plaintiff 


appeals. Affirmed. 


OPINION OF THE COURT 


SPENCE, J.—Plaintiff sought to re- 
cover damages, basing her alleged cause 
of action upon the allegations that de- 
fendant had “negligently, carelessly and 
wrongfully and without any authority 
from plaintiff’ permitted certain cer- 
tificates of stock to be taken from her 
safe deposit box. The trial court di- 
rected a verdict in favor of defendant, 
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and, from the judgment entered upon 
the verdict, plaintiff appeals. 

In 1922, plaintiff and her son, George 
Bayne Stephens, jointly rented a safe de- 
posit box in the defendant bank. They 
signed an agreement with the bank 
which provided, among other things, that 
the bank was authorized to grant access 
to the box to either of them “or the duly 
appointed deputy of either.” It further 
provided that plaintiff and her son would 
hold the bank harmless against any loss 
or claim for damage caused by reason of 
the bank granting access to, and the re- 
moval of, the contents of the box by 
either of them “or the duly appointed 
deputy of either.” The box was of the 
ordinary type having two keys, a master 
key held by the bank, and another key 
which was given to plaintiff. Plaintiff 
deposited various papers in the box in- 
cluding unindorsed certificates for 175,- 
000 shares of the preferred stock of the 
Interstate Oil Corporation. On June 
27, 1924, plaintiff executed a general 
power of attorney to one W. F. Peter- 
son. Plaintiff then left Los Angeles 
and while in Chicago, on July 23, 1924, 
executed a second general power of at- 
torney to the said Peterson. Both in- 
struments were entitled “Power of At- 
torney, General.” _They were in the 
form commonly used in this state, and 
purported to confer upon said Peterson 
the power and authority to do every act 
and thing which plaintiff could do if 
personally present. The second differed 
from the first only in the addition of 
deeds of trust to the instruments specifi 
cally referred to therein. Both docu 
ments were recorded in the office of the 
county recorder of Los Angeles County. 
Neither was ever revoked, and both were 
in full force and effect at all times men- 
tioned herein. On February 24, 1925, 
plaintiff wrote a letter to Peterson from 
Chicago specifically authorizing and di 
recting him to take certain stock cer’ 
tificates from her safe deposit box. 
Peterson went to the bank with this let- 
ter and plaintiff's key in his possession. 
After being identified, he was permitted 
to withdraw the stock referred to in the 
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letter, and no complaint is made con- 
cerning this withdrawal. On March 16, 
1925, Peterson again went to the bank, 
having in his possession plaintiff's key 
and the second general power of at- 
torney above mentioned. The defendant 
bank granted him access to the box. 
Among other things, he withdraw cer- 
tain certificates of the stock of the Inter- 
state Oil Corporation representing 100,- 
000 shares for which he left a receipt. 
These are the certificates involved in this 
action. On the same day, he took these 
certificates to the National City Bank of 
Los Angeles, where he indorsed the cer- 
tificates on behaif of appellant, and 
pledged them as security for a loan in 
the amount of $23,500, signing the note 
in the name of plaintiff by himself as 
her attorney in fact. The proceeds of 
this loan were used in part to pay off a 
matured note of George Bayne Stephens 
to the National City Bank in the sum of 
$18,000, and a check for the balance 
made out to plaintiff was indorsed by 


Peterson as attorney in fact and ap- 
propriated by him to his own use. 


Appellant (the plaintiff) contends 
that the trial court erred in directing a 
verdict for respondent (the bank), and 
further erred in excluding evidence re- 
lating to general custom, but in our 
opinion both contentions are without 
merit. Although appellant alleged that 
respondent permitted the certificates to 
be taken without any authority from ap- 
pellant, the uncontradicted testimony 
shows that Peterson had such authority 
by virtue of the general powers of at- 
torney. It is apparently conceded on 
this appeal that Peterson was authorized 
to enter the box as appellant states that 
“this is an action for the alleged negli- 
gence of the respondent bank in allow- 
ing an authorized person to enter the 
sate deposit box which appellant had 
leased from respondent.” However, ap- 
pellant cites Cussen v. Southern Cali- 
fornia Savings Bank, 133 Cal. 534, 65 
P. 1099, 85 Am. St. Rep. 221, in sup- 
port of her contention that she estab- 
lis -d a prima facie case of negligence, 
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but the authority relied upon by ap- 
pellant is not in point. There is no 
dispute here concerning the facts, and 
no question concerning the burden of 
proof. The certificates were admittedly 
taken by Peterson and power of attorney 
was admittedly broad enough to au- 
thorize the taking. It was the duty of 
the bank to grant access to the box to 
Peterson upon presentation of the au- 
thority conferred upon him by appellant. 
Actionable negligence involves the viola- 
tion of a duty, and the respondent bank 
may not be charged with such negligence 
solely by reason of doing an act which it 
was under a duty to perform. In the 
reply brief, appellant calls attention to 
the fact that a short time before Peter- 
son took the certificates in question, the 
respondent bank had granted access to 
the box to Peterson by virtue of the au- 
thority contained in appellant's letter of 
February 24, 1925, which letter referred 
solely to certain other stock certificates. 
This letter, however, did not purport to 
revoke any authority previously granted, 
and the power and authority previously 
granted and conferred under the gen- 
eral power of attorney remained unre- 
voked when the securities here involved 
were subsequently taken. 

The objections to the questions relat- 
ing to general custom were properly 
sustained. These questions pertained to 
custom regarding identification of per- 
sons seeking to gain access to safe deposit 
boxes, and were entirely irrelevant. It 
is only necessary to point out that it was 
conceded at the trial that Peterson and 
no other person had entered the box, 
and no question of identification was in- 
volved. 

From what has been said, it is obvious 
that appellant’s loss was occasioned by 
the wrongful acts of her trusted and 
duly authorized attorney in fact, and not 
by any negligence on the part of respon- 
dent. It is therefore unnecessary to dis- 
cuss other grounds urged by respondent 
in support of the judgment. 

The judgment is affirmed. 
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STATUTE PREVENTING BANK 
FROM DIVULGING CONFI 
DENTIAL INFORMATION 


State v. State Bank of Moore, Supreme 
Court of Montana, 4 Pac. 
Rep. (2d) 717 


The Montana statute, chapter 89, 
section 108, Laws of 1927, providing 
that no stockholder of a bank incor- 
porated under the laws of Montana shall 
have the right to inspect the books and 
records of the bank which show its trans- 
actions with its customers and limiting 
the stockholders in this respect 'to the 
right to inspect the general statement 
book showing the general assets and lia- 
bilities of the bank, is constitutional. 


Mandamus proceeding by the State of 
Montana, on the relation of Carrie E. 
Powell, against the State Bank of Moore, 
a corporation, and others. From a judg- 
ment of dismissal, relatrix appeals. Af- 


firmed 
OPINION OF THE COURT IN PART 


MATTHEWS, J.—Carrie E. Powell, 
owner of ten shares of the capital stock 
of the State Bank of Moore, made writ- 
ten demand upon H. E. Strong, presi- 
dent, and R. L. Hunter, cashier, for per- 
mission to inspect certain enumerated 
books and records of the bank and, on 
their refusal, filed her affidavit for a writ 
of mandate to compel compliance with 
her demand. To an alternative writ 
issued, the respondents interposed a de- 
murrer and motion to quash, on the 
ground that section 108 of chapter 89, 
Laws of 1927, prohibited the inspection 
demanded. . . . 

Chapter 89, Laws of 1927, is a codi- 
fication of our banking laws; section 108 
thereof declares: “No stockholder of 
any bank incorporated under the laws 
of this State who is not a director shall 
have the right to inspect the books and 
records of such bank showing its trans- 
actions with any of its customers, but 
any such stockholder shall have the right 
to inspect during business hours the gen- 
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eral statement book showing the general 
assets and liabilities of such bank.” . . . 

The position taken on behalf of 
relatrix is that section 108, above, is in- 
valid as violative of section 1 of the 
Fourteenth Amendment to the Con- 
stitution of the United States, and sec- 
tion 26, article 5, of our Constitution, 
in that it is a special law on a subject 
covered by a general law (sections 6008, 
6009, above) which “can be made ap- 
plicable,” and constitutes an arbitrary 
and unwarranted classification in that it 
applies only to state banks, while na- 
tional banks are not differently situated. 

A “special law” which falls within 
the prohibition of section 26, article 5, 
above, is defined as one which relates to 
particular persons or things of a class, 
or one made for individual cases and for 
less than a class, or one which relates 
and applies to particular members of a 
class, either particularized by express 
terms of the act or separated by any 
method of selection from the whole class 
to which the law might, but for such 
limitation, be applicable. State ex rel. 
Redman v. Meyers, 65 Mont. 124, 210 
P. 1064. The prohibition does not ex- 
tend to a reasonable classification of 
persons or corporations for regulatory 
purposes. State ex rel. Bray v. Long, 
21 Mont. 26, 52 P. 645; State v. Ham- 
mond Packing Co., 45 Mont. 343, 123 
P. 407. 

The business of banking is a proper 
subject for regulation under the police 
power of the state, because of its nature 
and the relation which it bears to the 
fiscal affairs of the people and the 
revenues of the state (7 C. J. 480), and, 
as its business is so different from that 
of other corporations, a classification 
which segregates it from the general law 
applicable to corporations is usually 
sustained. Fletcher on Corporations, 
§§ 4406 and 4412. 

The “customers” of a bank are in an 
entirely different situation from those of 
the ordinary business corporation; their 
financial standing and affairs may be at 
the mercy of malicious or designing per’ 
sons, if the statutory right accorded the 
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stockholders of corporations generally is 
permitted to be exercised without re- 
striction. 

Section 108 prohibits bank officials 
from divulging the semiconfidential in- 
formation they receive as to the financial 
standing of the bank’s customers. The 
classification is reasonable and the act is 
not a prohibited “special law” within 
the meaning of section 26, article 5, of 
the state Constitution. 

But, say counsel, “section 108, supra, 
confers a privilege on stockholders of a 
state bank which is not accorded to 
stockholders of other banks doing busi- 
ness within the State of Montana,” 
which discrimination is condemned in 
this state. Hill v. Rae, 52 Mont. 378, 
158 P. 826, L. R. A. 1917A, 495, Ann. 
Cas. 1917E, 210. 

If the above charge was sustainable 
and was the only constitutional attack 
which could be made on the legislation, 
counsel would be without standing in 
this court, as, in order to raise the ques- 
tion, relatrix must belong to the class 
discriminated against. Spratt v. Helena 
Power Transmission Co., 37 Mont. 60, 
94 P. 631. However, the challenge to 
the constitutionality of the act does pre- 
sent the question as to whether or not a 
discrimination against the stockholders 
“of any bank incorporated under the 
laws of this state” compels decision in- 
validating the act. 

It is said that: “Statutes applicable 
only to certain kinds of banks are usually 
upheld upon the theory that there is a 
valid basis for the discrimination. For 
instance, regulations may apply, in a 
proper case, to state banks and not to 
national banks.” Fletcher on Corpora- 
tions, § 4412. But there seems to be no 
valid reason why an act for the protec- 
tion of customers of state banks should 
not apply equally to national banks; 
their position is the same; and, there- 
fore, that the act cannot be upheld on 
the theory of “reasonable classification,” 
if it could have been made applicable to 
national banks. 

The sole question for determination, 
then, is as to the power of a state to 
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regulate the internal affairs and opera- 
tion of national banks. In support of 
this power counsel for relatrix assert 
that national banks doing business in 
the state are, “for all practical purposes,” 
citizens of the state, citing Guthrie v. 
Harkness, 199 U. S. 148, 26 S. Ct. 4, 
5, 50 L. Ed. 130, 4 Ann. Cas. 433, and 
that such regulation as is found in sec- 
tions 6008 and 6009 may be enforced 
as to national banks by mandamus, cit- 
ing 6 Thompson on Corporations, 420; 
Harkness v. Guthrie, 27 Utah, 248, 75 
P. 624, 107 Am. St. Rep. 664, 1 Ann. 
Cas. 129, and cases therein cited; Large 
v. Consolidated National Bank (C. C.) 
137 F. 168; Murray v. Walker, 156 Ky. 
536, 161 S. W. 512, Ann. Cas. 1915C, 
363. 

All of the authorities cited, with the 
possible exception of Guthrie v. Hark- 
ness and Winter v. Baldwin, 89 Ala. 
483, 7 So. 734, cited in the Harkness 
Case, refer and apply strictly to the en- 
forcement of rights under the common 
law and Federal statutes. The decision 
in the Harkness Case is grounded on the 
common-law right, which the court de- 
clares applies “unless restricted by 
statute,” and the finding that the statute 
of Utah, similar to our sections 6008 
and 6009, “‘does not restrict the common- 
law right but is in harmony therewith.” 
The decision, therefore, does not justify 
the assertion that an act such as we have 
under consideration, which restricts— 
almost to the point of elimination—the 
common-law right, can be made to apply 
to national banks. 

That the Harkness decision but upheld 
the common-law right is made clear by 
the Federal decision, which declared that 
the state court “held that it was the 
common-law right of the shareholder 

and that the same had not been 
cut down by the act of Congress regulat- 
ing the business of national banks.” 

Winter v. Baldwin more nearly sup- 
ports counsel’s position, but even there 
the court declared that the statute con- 
sidered “is but a slight modification of 
the rule of the common law,” and Jus- 
tice Clopton dissented on the ground 
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that the statute could not apply to na- 
tional banks, as such right was not a 
proper subject of state legislation. 

As to the assertion that “for all prac- 
tical purposes” a national bank is deemed 
a citizen of the state in which it does 
business, the Federal case cited (199 U. 
S. 148, 26 S. Ct. 4, 5, 50 L. Ed. 130, 
4 Ann. Cas. 433) does not so hold, but 
merely that “Congress has provided that, 
for actions against them at law or in 
equity, they shall be deemed citizens. 
; 25 Stat. 433.” Here the rule, 
“expressio unius est exclusio alterius,” 
applies; citizenship extends no further 
than that expressly granted by Congress. 

“The national banks owe their ex- 
istence to the laws of the United States, 
and in respect to things which pertain 
to supervision and control by the 
sovereignty which created them they are 
as much beyond the jurisdiction of Kan- 
sas [or Montana} as though they were 
domiciled in Maine or California” 
(Dolley v. Abilene National Bank, 179 
F. 461, 463, 32 L.R. A. [N. S.} 1065 
{C. C. A. 8th Cir.}), and are as “in- 
dependent of state legislation or state in- 
terference as the army and navy, and 
the mint, and the judicial tribunals of 
the United States” (Pittsburg v. Na- 
tional Bank, 55 Pa. 45). 

“The sovereignty of a state extends to 
everything which exists by its own au- 
thority, or is introduced by its permis- 
sion,” but does not extend to those 
means which are employed by Congress 
to carry into execution powers conferred 
on that body by the whole people of the 
United States. State v. Thomas Cruse 
Savings Bank, 21 Mont. 50, 52 P. 733, 
734, 45 L.R. A. 760. 

Statutes enacted pursuant to the po- 
lice power, and certain other powers, of 
the state, may operate incidentally upon 
the general business of a national bank, 
such as those applying to the construc- 
tion of contracts, the transfer of prop- 
erty, the collection of debts and liability 
to suit, and the relation of such banks to 
the community in which they do busi- 
ness, as such banks are subject to state 
laws which do not run counter to the 
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laws of Congress or the prohibitions of 
the Federal Constitution. See 7 C. J. 
760; 3 Michie on Banks & Banking, 
1782. 

National banks, however, are not 
citizens of the state, in the sense that the 
state may regulate their internal opera- 
tions or control them or their officers in 
the conduct of their business, except as 
permitted by Congress. ‘Congress, hav- 
ing power to create a system of national 
banks, is the judge as to the extent of 
the powers which should be conferred 
upon such banks, and has the sole power 
to regulate and control the exercise of 
their operations; it must be 
obvious that their operations cannot be 
limited or controlled by state legisla- 
tion.” Easton v. Iowa, 188 U. S. 220, 
23 S. Ct. 288, 293, 47 L. Ed. 452. 

National banks are a part of the gen- 
eral government’s financial system, and 
state statutes relating to banks cannot 
control them (Lucas County v. Jamison 
[C. C.} 170 F. 338); they are “instru- 
mentalities of the Federal Government, 
created for a public purpose, and as such 
necessarily subject to the paramount au- 
thority of the United States. It follows 
that an attempt by a state to define their 
duties or control the conduct of their 
affairs is absolutely void, wherever such 
attempted exercise of authority expressly 
conflicts with the laws of the United 
States, and either frustrates the purpose 
of the national legislation or impairs the 
efficiency of these agencies of the Fed: 
eral Government to discharge the duties, 
for the performance of which they were 
created.” Davis v. Elmira Savings Bank, 
161 U. S. 275, 16 S. Ct. 502, 503, 40 
L. Ed. 700. 


HOLDER IN DUE COURSE PER: 
MITTED TO ENFORCE CHECK 


Cook v. Derewicz, Superior Court of 
Pennsylvania, 157 Atl. Rep. 360 


Where a check is payable to the order 
of a corporation and an officer of the 
corporation indorses it and transfers it 
in payment of his individual debt, the 
transferee is put upon notice as to the 
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officer’s right to so use the check; and, 
in the event that the officer is acting 
without authority, the transferee will be 
responsible to the corporation. 

This rule does not apply in the case 
of a check payable to a person in a trade 
name such as the X Supply Company. 
In the present case the check involved 
was payable to the order of the Brandt 
Heating Engineers & Supply Com- 
pany. This was not a corporation but 
was merely a trade name used by one 
Brandt. Brandt indorsed the check to 
the plaintiff for value. It was held that 
the plaintiff was entitled to enforce the 
check. 

It was also held in this case that the 
fact that payment of a check has been 
stopped does not put a purchaser upon 
notice unless it appears that the pur- 
chaser had knowledge of the stopping 
of payment at the time of taking the 
check. 

Action by Charles Cook against W. 
Derewicz. Judgment for plaintiff, and 


defendant appeals. 


Affirmed. 


OPINION OF THE COURT 


TREXLER, P. J.—This was an action 
brought in the county court of Alle- 
gheny County. The suit was on a 
check for $1000, payable to the order 
of the Brandt Heating Engineers & 
Supply Company, and indorsed by it, by 
R. E. Brandt, and by Charles Cook, the 
plaintiff. R. E. Brandt was trading 
under the fictitious name of Brandt 
Heating Engineers & Supply Company. 
The plaintiff testified that he had pur- 
chased the check from Brandt, that 
Brandt owed him $500 which was liqui- 
dated by the passage of the check, and 
that he gave Brandt $500 cash, thus 
making the full consideration for it. He 
stated that he had no notice of any in- 
firmity. 

There was nothing to contradict the 
testimony of the plaintiff that he had 
taken the check in good faith, except in- 
ferences that the defendant claims should 
have heen drawn from certain facts. One 
Was that the check being payable to the 
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Brandt Heating Engineers & Supply 
Company’s order that the indorsee, the 
plaintiff, should have been charged with 
the notice that Brandt had no authority to 
transfer the check in payment of his per- 
sonal indebtedness, citing Fehr v. Camp- 
bell, 288 Pa. 549, 137 A. 113, 52 A. L. 
R. 506. That case does not apply to the 
present. In it, the instrument was pay- 
able to a corporation and was passed by 
the president for his personal debt. 
That, of course, put the transferee upon 
notice, but in this case, the authority of 
Brandt to indorse could not be ques- 
tioned, for he was the Brandt Heating 
Engineers & Supply Company and had 
absolute control of it, and that was his 
trade-name. 

The $1000 was paid under contract 
for installing a heating system. If there 
was any fraud in this transaction, it can 
only be brought into the case by proof 
that Cook was not a holder in due 
course. The appellant claims that pay- 
ment had been stopped upon the check 
before Cook had obtained it, and that 
this was notice of an infirmity in the 
check to him. We need not consider 
this argument for the reason that the 
verdict of the jury indicates that they 
believed Cook when he stated that he 
had no knowledge of the stopping of 
payment. 

The court properly refused the point 
that “if the jury believes that the plain- 
tiff was informed that the check was 
stopped prior to the delivery of the same 
to said plaintiff by R. E. Brandt or the 
Brandt Heating Engineers & Supply 
Company, that the verdict of the jury 
must be for the defendant.” The mere 
stopping of payment of the check would 
not, as a matter of law, be conclusive 
of the bad faith of the plaintiff, and 
could not be the basis for binding in- 
structions. 

The contention that the charge of the 
court was argumentative and contrary 
to the law is unfounded. A review of 
the facts in the case by the court neces- 
sarily would incline the jury to find for 
the plaintiff, for the defendant had a 
weak case. 
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The appellant claims that the trial 
judge erroneously put the question to 
the jury, “Was there any inducement 
for this defendant to give this check to 
this man, or from anything that hap- 
pened afterwards that would amount to 
fraud or misrepresentation, having ob- 
tained or issued this paper under false 
pretense?” The court evidently referred 
to the knowledge of Cook as to fraud in 
the issuing of the paper. Later on, the 
trial judge distinctly said that if the 
plaintiff received it (the check) with 
notice of any infirmity, the verdict 
should be for the defendant, and 
afirmed a point submitted by the de- 
fendant that if the jury found that the 
entire transaction was not thoroughly 
honest and fair, then the jury should find 
a verdict for the defendant. That was 
as favorable to the defendant as it pos- 
sibly could be. 

The judge also affirmed the point that 
if the plaintiff accepted the check in bad 
faith or for speculation the verdict of 
the jury must be for the defendant, and, 
further, that if the plaintiff knew that 
the credit of R. E. Brandt or his com- 
pany was bad, then the plaintiff did not 
act in good faith and was not a holder 
in due course. If there is any criticism 
of the charge, it would seem that it was 
more favorable to the defendant than it 
should have been. 

We have already given the case more 
notice than it deserves. The common 
pleas court was right in refusing the ap- 
peal. There is no merit in any of the 
assignments. The order is affirmed. 


DEPOSIT OF CLIENT’S FUNDS IN 
ATTORNEY'S BANK ACCOUNT 


Wegerslev v. Midland National Bank 
& Trust Co., Supreme Court of 
Minnesota, 238 N. W. Rep. 792 


Where a bank permits an attorney to 
deposit in his individual account a check 
payable to the attorney and his client 
jointly the bank will not be permitted 
to apply the proceeds of the check to 
the satisfaction of a debt owing to the 
bank by the attorney. The form of the 
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check is sufficient to put the bank upon 
notice as to the ownership of the pro- 
ceeds of the check and the attorney's 
right to use the check for his individual 
benefit. If it turns out, as it did in the 
present case, that the fund represented 
by the check did not belong to the at- 
torney the bank may be required to ac- 
count to the client. 

The facts showed that the plaintiff 
employed an attorney to bring proceed- 
ings under the Workmen’s Compensa- 
tion Act to recover compensation for the 
death of her husband. Settlement in 
the sum of $5000 was agreed upon and 
a check for that amount, payable to the 
order of the plaintiff and the attorney, 
was delivered to the attorney. The 
plaintiff wrote to the attorney authoriz- 
ing him to indorse her name on the 
check, collect the proceeds and send her 
a check for her share. 

The attorney indorsed the check and 
deposited it in his personal account in 
the defendant bank. Nine days later 
two garnishee summonses were served 
on the bank in actions brought by other 
parties against the attorney. At the time 
he was indebted to the bank on notes 
amounting to $3,263.73, which were past 
due. When the summonses were served 
the bank decided to apply the attorney's 
deposit to the satisfaction of the notes. 
It accordingly charged the amount of 
the notes against the attorney’s account 
and returned the notes to him, together 
with the collateral security. It was held 
that the bank was liable to the plaintiff 
for $3,263.73, the amount which it had 
charged against the attorney's account. 


OPINION OF THE COURT (IN PART) 


The rules to be applied to the facts 
here presented have been quite clearly 
settled by recent decisions of this court. 

The bank incurs no liability by merely 
accepting a deposit of funds from a 
fiduciary and crediting same to his per’ 
sonal account, whether with or without 
notice of the trust. 

The bank is liable for the loss of trust 
funds deposited with it in the name of 
the trustee when, having actual notice 
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of the character thereof, it acts in bad 
faith by aiding the fiduciary to misap- 
propriate the funds. It is liable also if 
it receives for itself trust funds from 
the trustee under circumstances charg- 
ing it with constructive knowledge of 
their trust character. Finally, it is liable 
if it receives and retains trust funds for 
its own use or benefit without notice or 
knowledge of their trust character, un- 
less it has so changed its position that 
it has acquired equities equal or superior 
to the rights of the owner; for instance, 
where it applies such funds upon a 
past-due indebtedness of the trustee to 
itself. 

The bank may, without incurring 
liability, pay checks to others, drawn by 
the fiduciary upon trust funds on de- 
posit, unless at the time of such payment 
it has actual or constructive knowledge 
that the fiduciary is, by means thereof, 
intending to divert or actually wrong- 
fully diverting the money. 

If the bank appropriates the trust 
fund to the payment of a prior indebted- 
ness owing by the trustee to the bank, 
with constructive or actual notice or 
knowledge of the trust character of the 
fund, the bank is liable, and it cannot 
then avoid liability by showing a change 
in its position whereby it may suffer 
detriment. Platts v. Metropolitan Nat. 
Bank, 130 Minn. 219, 153 N. W. 514; 
Agard v. People’s Nat. Bank, 169 Minn. 
438, 211 N. W. 825, 50 A. L. R. 629; 
Berg v. Union State Bank, 179 Minn. 
191, 229 N. W. 102; Rodgers v. Bank- 
ers Nat. Bank, 179 Minn. 197, 229 
N. W. 90. 

_ The court found, as stated, that de- 
fendant Chisholm (the attorney), with 
the knowledge and consent of the plain- 
tiff, and having written authority so to 
do, deposited the $5000 check in his 
Own account with the bank. This find- 
ing is based on the letter from plaintiff, 
already quoted, wherein plaintiff author- 
ized Chisholm to indorse the check and 
to mail her share thereof to her. The 
letter cannot be so construed as to 
sustain the finding. It was clearly au- 
thority to Chisholm only to indorse the 
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check, cash it, and remit to plaintiff. No 
authority can be spelled out from the 
letter to authorize Chisholm to retain 
the fund or deposit it to his own ac- 
count. 

The next finding challenged, negativ- 
ing any notice or knowledge by the 
bank that this was a trust fund owned 
by plaintiff, is next to be considered. 

The $5000 check, as shown, was pay- 
able to plaintiff and to Chisholm, as her 
attorney. It recited on its face that it 
was in full settlement of all claims of 
plaintiff against the New Marquette 
Garage. Words of this kind on checks 
deposited were held, in Rodgers v. 
Bankers Nat. Bank, supra, to charge the 
bank with constructive notice of the 
trust character of the funds. In this 
case, we have additional undisputed 
evidence tending to show at least con- 
structive, if not actual, notice to the 
bank of the trust, and of plaintiff's in- 
terest in the fund. Trygve Oas was the 
vice-president of the bank, and active in 
its management and business. He testi- 
fied frankly that he had been well ac- 
quainted with Chisholm since May, 
1926, and personally opened the account 
with Chisholm in the bank; that he had 
more to do with his account than any 
other officer; that he knew Chisholm was 
practicing as an attorney and depositing 
funds received by him for clients; that 
he made or assisted to make the loans to 
Chisholm which resulted in the indebt- 
edness upon which the checking account 
was applied on November 10, 1927; 
that he had many conversations with 
Chisholm prior to October 31, 1927, 
about his notes to the bank and his 
means for payment thereof; that they 
desired and were asking to have the in- 
debtedness paid; that Chisholm  in- 
formed him of Wegerslev case and 
stated he was to receive a substantial 
fee therein; that, when the case was con- 
cluded, he would pay his notes; that he 
noticed the deposit credit of $5000 in 
Chisholm’s account. Mr. Oas was in- 
formed on November 10, 1927, by the 
cashier, that Chisholm’s deposit account 
was being applied on his notes. On the 
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same day he had a conversation with 
Chisholm about the matter. He does 
not remember whether he asked Chis- 
holm if the $5000 deposit was money 
from the Wegerslev case, or whether 
Chisholm volunteered the statement that 
it was not. The inference seems unes- 
capable that Oas made some inquiry of 
Chisholm as to whether this money was 
from the Wegerslev case. This evi- 
dence, together with the face of the 
$5000 check, permits of but the one 
conclusion that, prior to and at the 
time the bank surrendered its notice 
notes and collateral to Chisholm, it had 
at least constructive notice of the trust 
character of the funds applied on the 
notes, and of plaintiff's interest therein. 
The inquiry made by Oas of Chisholm 
indicates that he had sufficient knowl- 
edge of the situation so that he was put 
on inquiry. But, as held in the Rodgers 
case, the bank could not safely accept 
the fiduciary’s assurance. Mr. Oas did 
testify that he had not seen the check. 

The finding of the trial court that the 
plaintiff had failed to prove by a pre- 
ponderance of the evidence that the 
bank had any actual or constructive 
notice of the trust character of the fund 
in question, or of plaintiff's interest 
therein, is not sustained by the evidence. 

Defendant bank contends that, as 
Chisholm had a contract with plaintiff 
whereby he was to receive as fees 50 
per cent. of any amount recovered for 
her, she cannot now recover, in any 
event, more than $2500, or one-half of 
the fund, from the bank. Our statute, 
Gen. St. 1923 (1 Mason, 1927), § 4267, 
provides that no such contract shall be 
valid or binding unless approved by a 
judge of the district commission. No 
such approval has been given, and no 
court would, under the circumstances, 
grant large, if any, fees to Chisholm. 

It is suggested that plaintiff, because 
in her letter she directed Chisholm to 
indorse the check and mail her the bal- 
ance with an itemized statement, should 


stand in the same position as if she had 
voluntarily paid Chisholm his fees. The 
letter imposed the condition that the 
balance be mailed to her with itemized 
statement. This has never been done. 
There has been no voluntary payment. 

It is argued that, as Chisholm had 
withdrawn some $1700 of the $5000 
before November 10, 1927, the bank 
might assume that this $1700 was with- 
drawn on plaintiff's account. We do 
not so hold. Neither do we sustain the 
theory that, because Chisholm had au- 
thorized the bank, a long time prior to 
this transaction, to apply his checking 
account on any overdue indebtedness of 
his, the bank had the right to apply the 
money the way it did. This agreement 
must be held to apply to money in the 
account belonging to Chisholm and not 
to money of someone else, where the 
bank had constructive notice that the 
money did not belong to Chisholm. 

That the defendant bank changed its 
position by returning its notes and col- 
lateral to Chisholm is undisputed, but, 
as already noted, that is not a defense 
when at the time and before it so 
changed its position the bank had con- 
structive notice of the fact that the fund 
appropriated was a trust fund belonging 
to some one else. 

Defendant bank cites the rule that, 
where one of two innocent persons must 
suffer loss, the loss should fall on the 
one who has enabled the wrongdoer to 
cause the loss. The rule does not apply 
where, as here, one of the two persons 
who must suffer the loss is at fault. 

The claim that plaintiff has been 
guilty of such laches as to bar recovery 
is found not sustained by the evidence 
or findings. 

We may add that, as recovery was 
had against Chisholm and no appeal 
taken by him, if recovery is finally had 
against the bank or payment made by 
it, the bank should be entitled to the 
benefit of the judgment against Chisholm 
to the extent of what it shall pay. 





Banking in Soviet Russia 


By Dimitry V. LEHOVICH 


growing interest in the Soviet ex- 

periment in Russia, in spite of a 
large number of articles we see every 
day on the Russian “Five Year Plan,” 
on “Collective Farming,” ‘Planned 
Economy,” etc., little has ever been said 
about an important factor in the eco 
nomic life of every country, banking. 

And still, strange as it may seem to 
one that thinks that communism and a 
complete rejection of banking and 
money are synonymous, the banking 
system in the Soviet Union plays an 
important part in the economic life of 
the whole country. 

“Large banks are that state apparatus 
which we need in order to bring about 
socialism. A ‘single state bank, with 
branches in every rural district, in every 


[: spite of a wide and constantly 


factory—that will be already nine-tenths 


of the socialist apparatus.” So wrote 
Lenin before the October revolution in 
his pamphlet, “Will the Bolsheviki 
Maintain Power?” 

Thirteen years later, Stalin, on the 
XVI Congress of the All Union Com- 
munist Party of July, 1930, said that he 
considered the State Bank of U. S. S. R. 
as the “general state accounting appara- 
tus for the production and distribution 
of products.” 

It is along these lines that the Soviet 
legislation in the -field of banking has 
been directed. 

During the first few years of militant 
communism with its complete destruc- 
tion of the old economic and political 
structure, the economic life in Russia 
was thrown into a state of complete 
chaos. The financial structure was en- 
tirely disorganized, and banking, as 
such, ceased its existence. 

Under the hard pressure of facts the 
Soviet government realized the necessity 
of a “tactical retreat” from the extreme 
doctrines, and Lenin’s inauguration of 
the “NEP” (new economic policy) with 


its comparative economic freedom, 
brought about a revival of business activ- 
ities, 

In a short time, a large number of 
new banks started operating in Russia. 
They developed without any definite 
plan, and their transactions had but 
little co-ordination with the main poli- 
cies of the government. But from 1927 
on we see a strong drift toward the 
concentration of banking activities, and 
although at the present time there are in 
the Soviet Union about forty seemingly 
independent banks with a large number 
of branches, all of them are part of the 
same financial structure. True, each 
group has its own definite assignment 
and purpose (financing construction 
work, housing, municipal development, 
foreign trade, etc.), but all groups to- 
gether are supervised and guided by the 
State Bank of U. S. S. R. 


STATE BANK OF U. S. S. R. 


The State Bank, organized in Octo- 
ber, 1921, by a decree of the Soviet 
government, had as its original purpose 
to regulate the circulation of currency, 
and to assist in furthering the economic 
development of the country. But the 
big changes that took place in the eco- 
nomic life of Russia, specially after the 
introduction of the “Five Year Plan,” 
and the gradual penetration of planning 
into all branches of Soviet economy, 
brought the reorganization of the State 
Bank’s work also along the lines of a 
definite plan. 

The planning of credit distribution is 
theoretically simple: the Supreme Eco- 
nomic Council of the Republic draws 
definite economic plans for all branches 
of production, and the State Bank 
(planning its resources in accordance 
with the general plan of national econ- 
omy) works out a definite program of 
credit. 

All Soviet business enterprises obtain 
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Issued and Paid-up. . . .£2,000,000 
Reserve Fund ... £225,000 


Through its world-wide connections 
and agencies the Bank is able to offer 
to its clients at home and abroad ex- 
ceptional facilities in foreign exchange 
and in the financing of every form of 
foreign trade, and also to provide up- 
to-date credit reports and information 
as to international business conditions. 
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Telegraphic Address: ‘‘Saesrevo, London.” 


Affiliated Institution in Poland : 
Anglo-Polish Bank, Limited, WARSAW 


from the State Bank credits and funds 
“only in proportion to the actual ful- 
fillment by them of concrete business 
transactions, and the credit assigned to 
them is not permitted to increase, if the 
actual need for it is due to inefficient or 
uneconomic management.” 

In considering the applications for 
credit submitted by the various Soviet 
enterprises, the State Bank does not pay 
attention to the “soundness of the 
security offered by the transaction; it 
considers only the industrial or commer- 
cial plan of its customer.” 

In the Soviet Republic all business 
enterprises are required by law to keep 
accounts with the State Bank, therefore 
transacting all their business through it. 
By compelling all their business units to 
effect the settlement of their respective 
accounts through the State Bank, the 
Soviet government transformed the 
latter into a central clearing-house for 
all the short-term transactions of the 
country. 


The Credit Reform Act of 1930 
abolished in Russia commercial credit, 
and substituted bank credit in its place. 
In other words, unlike the capitalist con- 
cerns, the Soviet firms cannot grant 
credits to each other, the banking system 
being the only source of credit in 
Russia. Therefore all branches of na- 
tional economy, like agriculture, indus- 
try, commerce, etc., get their funds 
directly from the banks, and in 1930 
the credits advanced by the State Bank 
to agriculture reached nearly 1,000,000,- 
000 rubles; the financing of industry 
amounted to 750,000,000, and the ad- 
vances to state and co-operative trade 
were approximately 700,000,000 rubles. 

Having almost dictatorial powers in 
all domestic transactions, the Soviet 
banks in the line of foreign trade assume 
a comparatively modest role. 

Being short-term credit institutions, 
they are careful enough not to invest 
their funds in import business for long 
periods of time. The various Soviet 
purchasing agencies are supposed to ob- 
tain their business credits for the im- 
portation of machinery, equipment, etc., 
directly from foreign concerns and only 
when the date of settlement is due, the 
State Bank steps forward and supplies 
its customer, the Soviet importer, with 
the required amount of foreign cur 
rency. 

Briefly speaking, the banking system 
in Russia refrains from dealing with 
foreign business concerns directly, leav- 
ing the whole thing to the Soviet import 
organizations. 

In the export business, the Soviet 
banks grant so-called “special purpose 
loans” to the various export concerns, 
and handle the whole routine work by 
methods adopted from capitalist coun 
tries. 

On June 1, 1931, the balance sheet of 
the State Bank showed a capital of 400,’ 
000,000 rubles, reserves of over 176, 
280,000 and total resources of 8,194,’ 
720,000 rubles. 


DISCREPANCY IN CREDIT SYSTEM 


In spite of the fact that the govern 
ment is trying to transform the banking 
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system in Russia into an accounting 
device helping to control production and 
consumption, and the country’s eco- 
nomic life in general, there seems to be a 
big discrepancy in the whole credit sys- 
tem of the Soviet Union. 

We know that the State Bank is con- 
trolling the circulation of currency, and 
still, for reasons unforeseen, the cur- 
rency emission has increased 800,000,000 
rubles since January, 1931. ; 

We know that the government is 
using a list of fixed prices for all com- 
modities, and still the purchasing power 
of the ruble (despite its fixed rate of 
5144 American cents per ruble) is only 
one-fifth of the pre-war Russian ruble. 

We also know that the planning of 
credit distribution for all branches of 
industry and production is concentrated 
in the hands of the State Bank, and here 
again we see that transportation, iron, 
steel, and agriculture in 1931 are far 
behind the schedules fixed by the various 
plans, which naturally enough results 
in a waste of a large percentage of 
credits advanced by the banking system 
of the country. 


The differences between the various 
plans on one hand and the actual re- 
sults on the other represent but a new 
phase in the old struggle between theory 
and practice, and indicate quite clearly 
that the Soviet system of planning, no 
matter what the Moscow papers say, is 
still in a rather primitive stage. 

SAVINGS BANKS 

Communist Russia also has a large 
system of savings institutions, whose 
23,000 branches are scattered through- 
out the country, with a balance of de- 
posits amounting to approximately 700,- 
000,000 rubles. But for one who looks 
for thrift and saving in the capitalistic 
sense, the Russian savings banks will be 
a source of disappointment. 

From a Soviet point of view, every 
individual depositor should consider 
himself as part of the collective mecha- 
nism, and should invest his savings, not 
for personal gain, but for the public 
benefit. 

It is only too well known that the 
personal incentive for profit is prac- 
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tically an integral part of the human 


nature, and to suppress it entirely the 
Soviet government has to use more than 
mere propaganda. Accordingly, through 
a complicated network of labor unions 
and workers’ organizations, directly 
controlled by the communist party, the 
Soviet government is able to exercise the 
necessary amount of pressure with such 
success that, without any direct legisla- 
tion, all union members (and in a Soviet 
state every worker is automatically a 
member of some union) are depositing 
“voluntarily” sometimes as much as 50 
per cent. of their wages in the savings 
banks. 

The chief purpose of the savings 
banks in Russia is to “mobilize” the 
funds of the people, a large part of 
these funds being later “mobilized” by 
the Soviet government from the savings 
institutions, and used as part of the na- 
tional revenue. 

In capitalistic countries the growing 
number of deposits is usually a sign 
of prosperity. This rule does not apply 
to Russia. The growing number of 
“savings” accounts is there only a sign 
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of the growing pressure of the govern- 
ment machinery. 

For instance, the ratio of workers’ 
accounts (comparing it with the figures 
of pre-war Russia) increased from 5.3 
per cent. to 24.3 per cent.; the share of 
the employes’ deposits increased from 
26.9 per cent. to 39.8 per cent., but the 
ratio of deposits of the largest class in 
Russia, namely the peasantry, strangely 
enough dropped from 29.6 per cent. to 
12.9 per cent. 

This strange discrepancy in the Soviet 
“savings plan” is due to the fact that, 
for purely geographical reasons (until 
approximately 1929), the peasantry was 
the least controlled part of the Soviet 
population. 

The Economic Survey of the State 
Bank of U. S. S. R. gives us an inter: 
esting illustration of the growing pres 
sure on the Russian peasantry, and we 
can’ see that, despite the small per 
centage of peasant depositors, the “most 
intensive extension of the network of 
savings banks is taking place just in the 
countryside. About 60 per cent. of the 
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total number of savings banks are lo- 
cated in the rural districts.” As a con- 
sequence, the “savings” of the Russian 
peasantry in 1931 increased a great deal. 

As the final aim of the Soviet govern- 
ment is a complete elimination of cur- 
rency circulation, the Soviet savings 
banks have a checking account for each 
depositor, whereby, through a series of 
clearing operations, the depositors can 
settle all their household requirements 
without any actual use of cash. Ac- 
cordingly, in the every-day life we see a 
growing practice of paying rent, light- 
ing, telephone and various membership 
dues without using money. 

Another important characteristic of 
the Soviet savings banks is their par- 
ticipation in the flotation of state bonds. 

The Soviet government has to raise 
most of the funds necessary for the ful- 
fillment of the Five Year Plan in Russia, 
ind not abroad. In this respect the 
savings banks, scattered throughout 
Russia, are geographically suited for 
that purpose, and from a practical point 
©’ view they live up to the expectations 
' their government. 
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Their method of selling bonds is 


rather simple. They invest a certain 
percentage of each depositor’s “savings” 
in a newly floated issue, thus making 
him owner of a long ‘term government 
obligation, which he is not permitted to 
convert into cash except in cases of ex- 
treme financial need, due to some 
emergency, like illness, and this only 
after his case has been considered and 
investigated by a special committee with 
its usual red tape and tiresome routine. 

In Russia, where the Communist 
government is supreme and the indi- 
vidual counts for little, everything is 
directed to the advantage of the first at 
the expense of the second. 

A complete harmony between the in- 
terests of the individual and the state 
is the final goal of the Communist party; 
but as we see the conditions now, it’s a 
far distant ideal, and meanwhile through 
constant pressure of the government 
machinery, and its loyal agency, the 
banking system, the population is forced 
to bring its last hard earned pennies to 
the altar of the Communist state. 
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The Financial Situation Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 
and Latin America 


ERMANY has ss given official 
notice of inability to make 


further reparations payments, 
but whether this declaration will be ac- 
cepted by the nations interested in such 
payments has not as yet been definitely 
settled. A conference to consider the 
matter was called to meet at Lausanne 
in Switzerland, the date being first 
tentatively set for January 18, with a 
subsequent postponement of a week. 
The countries most directly concerned 
in receiving reparations are Great 
Britain and France. The former coun- 
try seems disposed to come to some ac- 
commodation with Germany, but France 
still insists that reparations obligations 
must be fulfilled. There is a general 


feeling in Europe that the key to the 
solution of the problem is in the hands 


of the United States. If this country 
would only cancel the debts owed to it 
by England, France and some other 
countries, reparations payments might be 
given up, since the amounts received 
from them have to be passed on, in 
large part, to the United States. At 
present such display of generosity to- 
ward its European debtors is not in evi- 
dence. And the issue remains dead- 
locked. Both in France and Germany 
political complications have arisen as a 
result of recent developments. President 
von Hindenburg will probably seek re- 
election by popular vote instead of by 
the Reichstag, as was for a time con- 
templated. The Hitler party seems to 
be advancing toward a position which 
will place in its hands the destinies of 
Germany. In France Premier Laval re- 
signed for the purpose of rearranging his 
cabinet. 


REPORT OF THE BASLE COMMITTEE 


The extensive report of the commit- 
tee of financiers in session at Basle, 
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Switzerland, contains some observations 
on world conditions which are of per- 
manent value, whatever disposition may 
be made of the report as a whole. 
Among these valuable pronouncements 
are the following: 


Among these factors, the banking com- 
mittee which met in Basle in August had 
called attention to the fact that “in recent 
years the world has been endeavoring to 
pursue two contradictory policies, in per- 
mitting the development of an international 
financial system which involves the annual 
payment of large sums by debtor to creditor 
countries, while at the same time putting 
obstacles in the way of the free movement 
of goods,” and that the case of Germany 
provides a most forcible illustration of this 
dilemma. So long as the payments to be 
made were offset by loans to the debtor 
country this dilemma did not arise, but as 
soon as such capital movements ceased, as 
happened in the Autumn of 1929, it be- 
comes evident that in the long run, as the 
Dawes committee clearly pointed out, these 
payments can only be made in the form of 
goods. 

* * 

Notwithstanding the exceptional character 
of the present crisis, there is no instance in 
economic history of a crisis; no matter how 
great, which was not followed by periods of 
stability and prosperity. Just as it would be 
wrong to forecast a country’s economic future 
on the basis of a period of prosperity, so it 
would be unjustifiable to judge its chances 
for the future on the basis of a period of 
depression. 


After recounting the various step 
taken by Germany to meet the crisis, th 
report says: 


The question how far the mersures de: 
scribed above will be successful cannot be 
answered at the present moment. But the 
committee considers that the steps taken to 
defend and to maintain the stability of the 
currency and budget show, in their opinion, 
a resolute desire on the part of the German 
government to meet the situation. 

* * * 


The Young Plan, with its rising series of 
annuities, contemplated a steady expansion 
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in world trade, not merely in volume but in 
value, in which the annuities payable by 
Germany would become a factor of dimin- 
ishing importance. In fact, the opposite has 
been the case. Since the Young Plan came 
into effect, not only has the trade of the 
world shrunk in volume but the very excep- 
tional fall in gold prices that has occurred 
in the last two years has itself added greatly 
to the real burden, not only of German 
annuities, but of all payments fixed in gold. 

In the circumstances the German problem 
—which is largely responsible for the grow- 
ing financial paralysis of the world—calls 
for concerted action which the governments 
alone can take. 

But the problem has assumed a_ world- 
wide range. We can recall no previous 
parallel in time of peace to the dislocation 
that is taking place and may well involve 
a profound change in the economic relations 
of nations to one another. Action is most 
urgently needed in a much wider field than 
that of Germany alone. 

The economic interdependence of the 
various countries of the world today needs 
no further proof; recent years have most 
strikingly illustrated it. 

* * * 

Transfers from one country to another on 
a scale so large as to upset the balance of 
payments can only accentuate the present 
chaos. It should also be borne in mind that 
the release of a debtor country from a 
burden of payments which it is unable to 
bear may merely have the effect of trans- 
ferring that burden to a creditor country, 
which, in its character as a debtor, it in its 
turn may be unable to bear. 

Again, the adjustment of all intergovern- 
mental debts (reparations and other war 
debts) to the existing troubled situation of 
the world—and the adjustment should take 
place without delay if new disasters are to 
be avoided—is the only lasting step capable 
of re-establishing confidence, which is the 
very condition of economic stability and real 
peace. 

GREAT BRITAIN 


_ Evidence is not lacking that the “un- 
favorable” trade balance is being cut 





down. For example, the exports for 
December, compared with the preced- 
ing month, showed an increase of £770,- 
000, and imports a decrease of £6,211, 
000. For the full year 1931 the excess 
of imports was £409,041,000, compared 
with £387,300,000 for the year 1930. 
Two influences are now operating to re- 
duce the excess of imports. Tariff 
duties recently put into effect are check- 
ing imports, while the depreciation of 
the pound is stimulating exports. Un- 
less other factors should develop in a 
way to alter present conditions, England 
is in a fair situation to correct the “un- 
favorable” balance of trade. But the 
fact that several other countries have 
abandoned the gold standard and that 
some are setting up increased tariff 
duties will somewhat restrict the advan- 
tage in exporting which followed Eng- 
land’s change in her fiscal policy. Ex- 
pectations are that the heavier taxes and 
retrenchment in expenditures will re’ 
sult in an early balancing of the budget. 
Payments of taxes at the beginning of 
the year gave ground for this hope. If 
England succeeds in balancing the 
budget and in reducing the heavy excess 
of imports over exports, both of which 
achievements now seem in sight, the 
position of the pound should soon show 
marked improvement and the goal of 
stabilization should not be far distant. 
While the situation in the British Isles 
is measurably better, the outlook with 
respect to Indian relations is not so 
bright. Disturbances in the Eastern 
Empire have increased of late, and 
strong measures have had to be invoked 
to check them. Meanwhile the effort to 
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work out a system of constitutional gov- 
ernment for India proceeds. 


British Banks Remain Strong 


In all the welter of economic up- 
heaval, few things are more striking than 
the continued strength of the great 
British banks. They have more suc- 
cessfully withstood the shock of the 
crisis than the banks of other coun- 
tries. This has been due in part to the 
concentration of banking in the hands of 
a few large and strong institutions, and 
is further due to the sound traditions 
developed through long experience. 
Large reserve funds have enabled the 
banks to make provision for deprecia- 
tion of investments, and their recent re- 
ports disclose contingent reserves set 
aside to meet future depreciations. This 
strong position of the British banks will 
greatly contribute to the restoration of 
the country’s prosperity once existing 
world difficulties are surmounted. 


Decrease of Unemployment 
plo. 


Although unemployment figures at the 
close of 1931 were considerably larger 
than those at the end of the preceding 


year, figures in recent months have 
shown a progressive decline. This im- 
provement is ascribed partly to the im- 
proved export situation due to the 
abandonment of the gold standard and 
increased tariff duties, the one stimulat- 
ing exports and the other restricting im- 
ports—thus enlarging the domestic 
production. Another factor has been 
the greater confidence arising from 
prospective balancing of the budget and 
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the institution of measures designed to 
strengthen the financial and economic 
situation of the country. 


GERMANY 


The outstanding development in Ger- 
many of late has been the announcement 
of Chancellor Bruening that further 
reparations payments would be impos- 
sible for that country and ruinous for 
the world. It seems that this rather 
startling official notice of the end of 
reparations was not wholly on account 
of the unsatisfactory economic condi- 
tion of Germany, but was due to some 
extent to the necessity for coming to an 
agreement with the Hitler party which 
is firmly committed to the discontinu- 
ance of reparations payments. At the 
time this is written it is impossible to 
say what action will be taken by the 
countries to whom these payments are 
due, and until this is known the eco- 
nomic future of Germany is in the 
balance. 

FRANCE 


On January 12 the cabinet of Premier 
Laval tendered its resignation to Presi- 
dent Doumer and the cabinet was re- 
constituted, Premier Laval becoming also 
Foreign Minister in place of Aristide 
Briand. The necessity for the change 
in the cabinet arose from the death of 
War Minister Maginot, although polit- 
ical complications were also involved. 
France has been rather suddenly con- 
fronted with the necessity of facing a 
difficult situation with reference to the 
reparations question, while the Dis 
armament Conference scheduled to meet 
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at Geneva during the present month has 
further complicated the situation. The 
immense gains in the gold reserve of the 
Bank of France in the last year have 
greatly strengthened the financial posi- 
tion of the country, and have placed 
France in a favorable situation to take 
a leading place in foreign lending should 
sound opportunities offer. As frequently 
pointed out, the country has been less 
affected by the world depression than 
have other leading countries, although 
latterly the effects of the depression have 
been increasingly felt. But the position 
of France with respect to the exercise 
of political and financial leadership on 
the Continent of Europe is one of 
dominance. The responsibilities of the 
country are therefore correspondingly 
great. 


ITALY 


As a means of improving the liquidity 
of the banks and of separating invest- 
ment and commercial activities from 
commercial banking, Italy has put into 
et'ect some measures that must add to 
the country’s financial strength. These 





measures are designed not merely to 
make the separations indicated, but to 
take industry out of banking as well. 
The country is greatly improving its 
position with respect to world trade. 
Thus the balance of imports over ex- 
ports, which stood at 4,323,200,000 lire 
at the end of October, 1930, had fallen 
to 1,657,500,000 at the close of the 
same month in 1931. In fact some of 
the later months of last year showed an 
actual excess of exports over imports, an 
unusual development in the country’s 
foreign trade. The Bank of Italy con- 
tinues in a favorable situation, the pro- 
portion of gold reserve against notes 
and sight liabilities remaining high. 
Budgetary figures are not all that could 
be wished, the difficulty of making both 
ends meet being common to Italy as to 
most other countries. The deficit at the 
end of October, 1931, was 1,167,000,000 
lire, compared with 728,700,000 at the 
same time in 1930. 


POLAND 


In spite of the continued business de- 
pression, commercial failures in Poland 
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during the first three-quarters of 1931 
show a considerable drop in comparison 
with 1930. According to official figures 
recently released, the number of failures 
amounted during that period to 558 as 
against 635 during the corresponding 
period of 1930, a drop of 77 or 12 per 
cent, 

There were thirty-two failures of cor- 
porations, an increase of eight over 
1930; seventy-nine failures of limited 
responsibility companies, an increase of 
twenty-five; twenty-six failures of co- 
operative societies, an inerease of five; 
seventy-six failures of partnerships, a 
decrease of twenty-three; and 326 fail- 
ures of individually owned firms, a de- 
crease of 103. The number of failures 
of persons not engaged in commercial 
activities totalled nineteen, as against ten 
during the same period of 1930. 

For the first ten months of 1931 the 
imports of Poland were valued at 1,274,- 
031,000 zlotys, and exports at 1,604,- 
504,000, compared with imports valued 
at 1,923,220,000 zlotys and exports 
2,054,189,000 for the same period of 
1930. Agriculture continues to furnish 
over one-half of the value of exports. 


HUNGARY 


The moratorium declared by this 
country has served to call attention to 
the seriousness of the financial situation 
which has existed for some time. To 
meet conditions a scaling down of in- 
terest will become necessary, and the 
short-term credits will have to be con- 
verted into long-term bonds. 

Commenting on the economic posi- 
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tion, the Economic Review, published by 
the British and Hungarian Bank, says: 


“Hungary has such important reserves 
of power in connection with its agri- 
cultural production that should the eco- 
nomic position of the world improve, a 
single good season might be sufficient 
in order to secure a revival of the gen- 
eral trend within the country. The 
shortage of one and one-half milliard 
pengos as against a favorable year of 
Hungarian agriculture means no drop 
in the development of the economic 
structure of the country. It simply 
means a margin within which Hungary 
will find ample latent reserves for the 
case of another rise in general business 
trend. 

“We have not dealt within the pres- 
ent report with the chances of develop- 
ment of industry and trade. It may, 
however, justly be said that should the 
aforementioned international chief  re- 
quirements improve and specially should 
there be increased chances of procur- 
ing the necessary raw materials the tech- 
nically and commercially highly de- 
veloped Hungarian industries will soon 
make up for the adverse effects of the 
period of depression and will be able to 
run their plant at full capacity.” 


HOLLAND 


This country has felt compelled to 
raise its tariff rates, the new rates being 
about 25 per cent. above those formerly 


prevailing. Although the rise in rates 
was declared to be for revenue pur’ 
poses only, the result will incidentally 
be to afford Dutch industries a consid- 
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erable measure of protection. For the 
ten months of 1931 the excess of im- 
ports was 114,040,000 florins less than 
for the same period in 1930. 


SWEDEN 


Like many other countries, Sweden 
finds a tendency toward an increase of 
imports Over exports. For the ten 
months ending October, 1931, imports 
represented a> value of 1,178,900,000 
kronor, as against 1,389,300,000 in 
1930, and exports a value of 901,400,- 
000 kronor as compared with 1,285,- 
900,000 in 1930. The trade balance 
thus showed for the first ten months of 
this year an import surplus of 277,500,- 
000 kronor (January —October, 1930, 
103,400,000 kronor). 


DENMARK 


During the first ten months of 1931 
the imports amounted to kroner 1,202,- 
000,000 or kroner 256,000,000 less than 
in the corresponding months of 1930. 
The exports were reduced by kroner 
251,000,000, or by slightly less than the 
imports, to kroner 1,114,000,000, and 
accordingly the excess of imports was 
kroner 88,000,000 against kroner 93,- 
000,000 in January—October, 1930. 

The customs revenue of the state dur- 
ing January—October, 1931, amounted 
to kroner 92,100,000, or exactly the 
same figure as for the preceding year. 

The first eleven months of 1931 
showed a somewhat increased number of 
bankruptcies and compulsory sales as 
compared with the corresponding 
months of 1930 and this particularly 
applies to compulsory sales of farm 
property. 

RUSSIA 


The Economic Survey, published by 
the State Bank of U. S. S. R., gives the 
following information regarding the 
methods employed for the training of 
personnel for the credit system: 


“The concentration in the State Bank 
of the bulk of settlements between busi- 


Craurlers Bank 
of 


Paris 


18 RUE DELA PAIX 
PARIS, FRANCE 


NEW YORK AGENCY 
40 WALL STREET 








ness organizations and enterprises as a 
result of the introduction of the credit 
reform, and the absorption by the State 
Bank of the agricultural credit system, 
involving the organization of about 
2000 new district branches of the State 
Bank, have created a considerable short- 
age of personnel required by the ma- 
chinery of the bank. 

“When organizing the new district 
branches, the State Bank utilized the 
staff of the liquidated agricultural credit 
system. However, this staff had to be 
retrained in order to be fitted for the 
more intricate work of the State Bank. 
It is clear, therefore, of what great im- 
portance are to the bank the problems 
of training and qualifying personnel for 
its apparatus. 

“The socialist economy solves the 
problems of labor supply in a planned 
manner. The State Bank has its five- 
year plan of cadres on the basis of which 
annual plans are drawn. The number 
of new personnel required as well as the 
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number of personnel to be given higher 
qualification in 1931 are shown by the 
following figures: new staff—6000; per- 
sonnel to be given higher training— 
10,000. 

“The various measures for training 
and raising the skill of the banking staff 
may be grouped under the following 
heads: (a) stationary high and secondary 
schools for training new personnel; (b) 
stationary schools for raising the skill of 
the higher officials of the bank; (c) cor- 
respondence courses; (d) a system of 
courses, some of which involve the sep- 
aration of the students from their em- 
ployment, while others do not necessitate 
this; (e) mass practical education at the 
place of employment. 

“The State Bank has no stationary 
schools of its own. These schools are 
controlled by the People’s Commissariat 
for Finance which has fifteen financial 
and economic institutes and thirty-three 
technicums. 

“The financial and economic institutes 
are high schools; to enter them it is 
necessary to have a secondary school 
education. The financial and economic 
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technicums are specialized secondary 
schools. 

“The financial and economic institutes 
prepare highly qualified economists thor- 
oughly versed in financial and credit 
problems. Specialists of this type are 
employed by the State Bank for the 
drafting of credit plans and regulating 
credit. 

“As regards the financial and eco- 
nomic technicums which prepare clerks 
of middle qualification, their program is 
more specialized on banking routine 
work. However, the demand for the 
middle technical personnel is so great 
that six new economic and accounting 
technicums are shortly to be opened for 
the special purpose of training book- 
keepers for the bank. 

“A peculiar measure for raising the 
skill of the higher officials is their as- 
signment to stationary schools. In Len- 
ingrad, this object is served by the fi- 
nancial academy (controlled by the 
People’s Commissariat for Finance), 
whose students are recruited from among 
the political leaders of the financial in- 
stitutions (managers, inspectors, heads 
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of departments, etc.). The academy has 
a two-year course of studies covering 
both general economic and special dis- 
ciplines. The practical workers graduat- 
ing the academy receive a thorough 
theoretical education directly connected 
with their previous practical work. The 
bank officials graduating the financial 
academy return to higher posts in the 
bank (managers of territorial offices, 
headquarters officials). 

“A more simplified method for rais- 
ing the qualifications of the higher ofh- 
cials is provided by the regional six—nine 
months’ courses. There students consist 
of economists of the district branches. 
Experience has shown that these courses 
are of serious effect in raising the skill 
of the personnel of the district branches. 

“As regards the problem of raising 
the qualification without interrupting 
employment, it is necessary to note the 
correspondence courses organized in 
1930 and which have already recorded 
considerable success in the sense of en- 
rolling students, establishing permanent 
contact with them (in the big centers 
regular conferences of these students are 
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held). The system of correspondence 
courses is divided into high courses (cor- 
responding to those of the financial and 
economic institutes) and secondary 
courses (corresponding to those of the 
financial and economic technicums). The 
term of study is three years. 

“By mass practical education is meant 
the various circles, short-term corre- 
spondence courses and other schools or- 
ganized in order to raise the qualifica- 
tion of the broad masses of rank and file 
clerks and keep them in touch with all 
the important changes in the banking 
policy and technique. 

“To organize the work of training 
and raising the qualifications of per- 
sonnel there is a special department 
within the headquarters of the State 
Bank and special sections within the 
offices of the territorial branches. The 
academic and methodical system is 
framed in co-operation with the People’s 
Commissariat for Finance which has an 
academic and methodical council on 
which the State Bank is represented. 

“A characteristic feature of all the 
measures designed to train personnel 
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and raise their qualifications is their 
close contact with the public organiza- 
tions. These latter take a strong interest 
in the drafting of the training plans, the 
selection of students, the general aca- 
demic and methodical work, and or- 
ganize by means of socialist competition 
and shock brigades a more thorough- 
going study of the various disciplines as 
well as a shortening of the term of 
study.” 


ARGENTINA 


According to a report received by 
the First National Bank of Boston, from 
its Buenos Aires branch, the general 
situation in the Argentine Republic is 
as appears below: 


There was a favorable trade balance for 
the first eleven months of 238,000,000 pesos, 
against an adverse balance of 265,000,000 
pesos in 1930. The November favorable 
balance was large, due to remarkably low 
imports. Final election results: General 
Agustin Justo, the Coalition candidate of the 
Conservatives and the Anti-Irigoyenist Radi- 
cals, was elected with 851,637 votes, against 


De La Torre, the Coalition candidate of the 
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Socialists and Progressive Democrats, with 
heavy Irigoyenist backing, with 490,975 
votes, with electoral votes divided 234 and 
124, respectively, and with 18. electoral 
votes for scattered candidates. The No 
vember combined bank statement shows de- 
posits down 39,981,000, loans down 65, 
769,000, cash up 458,356,000, cash reserve 
19.2 per cent. 


Nov., Oct., Nov., 
1931 1931 1930 
000 omitted 
Liabilities 
failures .. 21,195 20,662 28,192 
Bank 


clearings . 2,384,532 2,645,413 2,707,047 


AUSTRALIA 


The last year was one of the worst in 
the economic history of Australia. Agri- 
cultural and pastoral yields were the best 
in years, but world prices for Australian 
products fell to such low levels that little 
or no profit resulted. This, combined 
with serious financial difficulties, both 
federal and private, resulted in a busi 
ness crisis which touched every section 
of the country and every line of en 
deavor. Exchange opened in January at 
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£114/10/0 per £100 and closed at 
£130/10/0 on January 30, at which 
time the “outside” or open market rate 
stood at £134 per £100, which level was 
maintained with some fluctuation until 
December, when there was a slight im- 
provement. This high exchange rate, 
poor domestic demand and the continu- 
ance of the “emergency tariff measure” 
of 1930, severely set back all imports. 
Exports from the Commonwealth were 
stimulated somewhat by low exchange, 
particularly during the latter part of the 
year. Record volume shipments were 
made to old markets, and new markets, 
particularly in the Orient, were opened. 
The effect of this stimulus was offset to 
a large extent, however, by the un- 
usually low price levels which prevailed. 
Little improvement is anticipated until 
exchange becomes more normal and 
stable. 
JAPAN 


Disturbed financial conditions in 


Europe, depression in the United States, 


and floods in China, followed in the 
fall of the year by the Manchurian 
trouble with its resultant boycott, and 
finally the decline in the British pound 
sterling, all reacted unfavorably on 
Japan’s industry and finance during 
1931. Finally, in December, the gov- 
ernment party that had been in power 
for two and one-half years, and which 
was responsible for removing the gold 
embargo in January, 1930, was forced 
to resign. The new cabinet immediately 
suspended the gold standard again by 
placing an embargo on gold exports, ef- 
rective December 13, and the yen at 
once fell to around $0.43. This action 
created an optimistic feeling in indus- 
try, where it was believed that export 
trade would be stimulated, employment 
increased, and the government liberalized 
in rendering financial aid to industries. 
Commodity prices continued in a down- 
ward trend throughout the year and pro- 
duction restrictions were maintained in 
all important industries. Profits for the 
first six months were above the same 
period in 1930, but less favorable re- 
turns are anticipated for the last half 


of the year. Low prices caused returns 
from exports of raw silk to decline. Un- 
employment increased seriously, labor 
disputes were more numerous and wages 
were reduced. The rice crop was smaller 
than in 1930 but prices remained low 
although the government made heavy 
purchases. Foreign trade for the first 
eleven months of the year declined about > 
20 per cent. in value but the volume 
was larger than in the same period of 
1930. Exports were valued at 1,065,- 
000,000 yen, compared with 1,354,000,- 
000 yen for the first eleven months of 
1930. Imports totaled 1,124,000,000 
yen against 1,447,000,000 yen in 1930. 


SOUTH AFRICA 


Gold production continues high, No- 
vember returns showing a recovery of 
903,315 fine ounces. The government 
has announced its intention to propose 
a new coinage system for the Union at 
the coming session of parliament. The 
British units are now used although the 
coinage is controlled directly by the 
Union government. Imports during the 
first eleven months of 1931 declined 
about $50,000,000 as compared with the 
corresponding period of 1930. The fall 
in exports was slightly less although im- 
portant in diamonds, wool, maize, hides 
and skins. Demand for mining materials 
is fair but the retrenchment of the cop- 
per mines in Northern Rhodesia, which 
will conform to the new international 
production quota, is the cause of some 
distress to Union supplies. Automotive 
sales are also fair in the Transvaal but 
in other sections are dull to poor with 
the outlook discouraging for the imme- 
diate future. Rural business is prac- 
tically non-existent. Trucks are doing 
poorly also except in the lower-priced 
classes. Parts and accessory sales have 
declined. Farm implements, machinery 
and building materials are all slack. The 
lumber market is slow but steady. Amer- 
ican stocks are in normal volume with 
prices firm but the reverse is true in 
Baltic woods where stocks are heavy 
and prices are weak. The agricultural 


outlook is good on the High Veld on 
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account of excellent rains but Natal re- 
ports some drought. In the Cape Prov- 
ince, fruit production is heavy but re- 
turns are uncertain because of the handi- 
caps of the exchange situation. Doubt 
is expressed that the 10 per cent. export 
bounty authorized when the government 
decided to retain the gold standard will 
be sufficient to offset sterling deprecia- 
tion. 
CHINA 


China was particularly unfortunate 
during 1931 in that in addition to the 
many adverse factors disquieting to 
trade, such as civil warfare, local bandit 
depredations and famine, both Central 
and South China were afflicted with un- 


usual floods. Disunity in administra- 
tion between northern and southern fac- 
tions was also disturbing to trade, and 
continued practically throughout the 
year. An area of 34,000 square miles in 
the Yangtze Basin was completely inun- 
dated by one of the most disastrous floods 
experienced since 1870, said to have di- 
rectly affected the livelihood of 180,- 
000,000 people. Over 30,000 lives were 
lost, 31,000,000 people rendered home- 
less, upwards of 10,000,000 were made 
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destitute, and destruction and damage 
to property amounted to over one bil- 
lion dollars. Except in flooded areas, 
crops throughout China were uniformly 
good, and in some sections even exceeded 
previous high averages of a few leading 
commodities, including beans, tobacco 
and peanuts. Despite the encouraging 
feature of low silver values, the volume 
of export trade in 1931 was consider- 
ably lower than in the previous year, 
chiefly because of greatly reduced world 
demand. Handicaps imposed upon 
China’s import trade, in addition to 
political unrest, were low silver and 
widely fluctuating local currencies, which 
tended to produce a heavy decline in 
purchasing power. American shipments 
to China were slightly lower than in the 
preceding year, though the decline was 
less than to any other Far Eastern coun- 
try. Imports of raw materials from the 
United States showed a considerable in- 
crease, while imports of American man- 
ufactured goods declined. Increases in- 
cluded raw cotton, wheat, flour, lumber 
and leaf tobacco. Declines occurred in 
kerosene and iron and steel products, 
machinery, electrical equipment, analine 
dyes and automobiles. 
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Current Conditions in Canada 
"Titus was an improved sentiment 


in business circles in January, ac- 
cording to report of the Bank of 


Montreal for January 22. It was, the 
bank’s Business Summary stated, “partly 
accounted for by the fact that Christmas 
trade proved better than had been ex- 
pected, and partly by the feeling that 
current developments give reasonable 
hope of trade picking up as the months 
pass and of 1932 ending better than it 
began.” 
The Summary continues: 


“Major clouds, caused by national 
debts heavy beyond precedent, and rep- 
aration liabilities weighing upon Ger- 
many, need to be lifted before world 
commerce expands and commodity prices 
rise, and whether or not this relief can 
be accomplished the early future should 
determine. Adjustment of national 
debts, with consequent restoration of 
national credits, would be a long step 


toward rehabilitation of business every- 
where. Until foreign markets revive 
there can be no adequate outlet for Ca- 
nadian products of field, mine, forest and 
sea, nor compensating prices for such as 
are sold. The dislocation of foreign ex- 
change also presents an obstacle to 
Canada’s trade, though not without 
counter advantage. Imports from the 
United States have been restricted by 
the considerable premium on New York 
funds, and Canadian manufacturing has 
reaped advantage. Another result of 
tariff protection and discount of the 
Canadian dollar has been to produce a 
favorable balance in Canada’s external 
trade, her exports for the last seven 
months exceeding imports. Continuance 
of this trend will aid materially in bring- 
ing the Canadian dollar back to par. Of 
the major industries, cotton, wool and 
artificial silk are operating relatively ac- 
tively, but lumber, newsprint, iron and 
steel, mines and fisheries continue low 


219 





Oe 


220 


production. So with the building trades 
and engineering construction. Railway 
traffic, too, is much below normal, and 
the rather serious problem presented by 
the railways has yet to be solved.” 


In its Monthly Commercial Letter for 
January, the Canadian Bank of Com- 
merce, Toronto, also mentions slight evi- 
dence of improvement in business. “We 
find,” it says, “stability in Canadian in- 
dustry in a degree that was not evident 
some months ago. Favorable reports 
continue to be received from a number 
of centers which are the sources of 
staple goods, such as textile, footwear 
and furniture, while there is a slightly 
greater activity in some of the ‘heavy’ 
industries. It is, however, in looking 
back beyond December that we see the 
greatest evidence of this stability. 

“Normally, newsprint production in 
November turns downward, but the de- 
cline in that month was less in 1931 
than in 1930. In lumbering there has 
been a slight change for the better, al- 


though it is probable that this industry 
will continue to operate well below nor- 
mal for some time to come, for building 
in both the United States and Canada 
has declined to a comparatively low 


level. ; An expansion in coal 
prceduction is the rule at this season of 
the year, but the November output in 
British Columbia exceeded that of the 
like month in 1930. Shipments of as- 
bestos during November from the major 
district were in excess of those in the 
preceding month and of those in No- 
vember of last year. An improved de- 
mand for the products of the largest 
lead-zinc mining company was recently 
reflected in a reduction of its metal 
stock and the expansion of employment 
for its mine labor from four to five days 
per week. 

“All business activity is of course 
finally written into a country’s employ- 
ment records. From a survey of the Ca- 
nadian returns it is apparent that while 
the general level of employment has been 
below that of all former years since 
1926, seasonal expansion in the summer 
and early autumn of 1931 lasted longer 
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than in 1929 and 1930, while the sub- 
sequent downward movement was less 
abrupt.” 


In its Monthly Letter for January, the 
Royal Bank of Canada, Montreal, is also 
optimistic. “Canada has been fortu- 
nate,” it says, “in maintaining her pro- 
duction and general business activities at 
present levels when other countries are 
faced with conditions of the greatest 
difficulty. Unemployment and its ac 
companying hardships have been felt less 
in Canada than in most countries. 
Promising features in the present eco- 
nomic outlook include the healthy condi- 
tion of savings deposits, the strong tech- 
nical position of Canadian manufacturers 
and a prosperous gold mining industry. 
The decline in activity of trade has been 
reflected in the falling off in the volume 
of current loans and clearing-house re- 
turns. The most difficult situation in 
Canada is that of agriculture. A revival 
of world trade and a return of profits to 
agriculture must precede any general re- 
turn of prosperity to this country, but 
Canada is weathering this period of 
difficulty in a favorable manner and will 
be in an admirable position to partici- 
pate in the first material advance.” 


BANK OF NOVA SCOTIA 


The annual report of the Bank of 
Nova Scotia, Toronto, shows the strong 
position of that institution. Earnings 
and deposits in 1931 were both larger 
than in 1930. Net profits for the last 
year totaled $2,579,802, as against $2, 
535,643 in 1930. Deposits as of Decem- 
ber 31, 1931, were $203,446,959, an 
increase of $3,404,703 over the figure 
for December 31, 1930. 

Cash on December 31 totaled $24, 
261,037, and liquid assets $123,607,642, 
respectively, 10.76 per cent. and 54.82 
per cent. of liabilities. Included in the 
quick assets were investments of $63, 
182,427, principally in Dominion, pro- 
vincial and municipal securities shown at 
current market prices. The correspond: 
ing total of investments at the close of 
1930 was $48,752,621. Current loans 
in Canada were $107,513,949, an in’ 
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crease of $7,785,162 over the previous 
year, due to larger borrowings by mu- 
nicipalities and customers in the grain 
trade. 


CANADIAN BANK OF COMMERCE 


The year-end statement of the Ca- 
nadian Bank of Commerce, Toronto, 
showed that bank to be in a strong posi- 
tion, also. In his address to stockholders, 
S. H. Logan, general manager, said that 
the bank is in a stronger position than it 
was a year ago. “I refer,” he said, 
“especially to the high degree of liquidity 
which characterizes our statement and 
which has evoked favorable comment 
from financial observers in both Canada 
and the United States.” 

In regard to the items in the annual 
statement, Mr. Logan said: 

“With full provision made for all bad 
and doubtful debts our net profits for the 
year were $4,775,000, and after the pay- 
ment of the regular 12 per cent. dividend 
and the customary appropriations we 
have been able to carry forward into 
the current year a slightly larger surplus 
than a year ago. 

“Our note circulation, following the 
general trend of business, declined from 
$29,000,000 to slightly over $26,000,- 
000. Our total deposits fell from $556,- 
000,000 to $525,000,000 owing to world 
conditions, bond investments and finan- 
cial requirements abroad. No material 
change occurred in non-interest-bearing 
deposits, which remained at $122,000,- 
000, but interest-bearing declined from 
$398,000,000 to $377,000,000 and bank 
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balances from $34,000,000 to $26,000,- 
000. Advances under the Finance Act 
increased by $5,000,000. The quiet 
state of trade accounts for a reduction of 
$12,000,000 in our liabilities under let- 
ters of credit. The amounts of our paid- 
up capital and reserve fund, $30,000,000 
each, remain as before.” 


ROYAL BANK 


The Royal Bank of Canada, in a letter 
to stockholders accompanying the annual 
report for the year ended November 30, 
1931, called attention to the fact that 
after the payment of the usual 12 per 
cent. dividend, amounting to $4,200,000, 
and after other appropriations, there was 
carried forward $4,155,105 to the credit 
of the profit and loss account of the next 
fiscal year. 

The fact that the bank’s deposits 
showed only a slight decrease from the 
preceding year and that the decrease 
was chiefly outside of Canada, was 
pointed to as another favorable factor, 
together with substantial reduction in the 
volume of call loans outstanding, and a 
reduction in commercial loans from 
$444,815,877 during the year to $419,- 
345,043: The bank’s call loans in Can- 
ada were reduced 33 per cent., or by 
$18,847,955, while call loans abroad 
showed a reduction of more than $7,- 
000,000., Total assets of $825,702,437 
showed a decrease of only 7 per cent., 
while the total liquid assets were $348,- 
630,552, or 48 per cent., including cash 
of $150,286,891. 








IRECTORS of the Midland Bank, 
Limited, London, report that, after 
making an appropriation for bad and 
doubtful debts (all of which have 
been fully provided for), the net profits of 
the institution for the year 1931 amount to 
£2,056,986 which, with £851,287 brought 
forward, makes £2,908,273, out of which the 
following appropriations have been made: 


To interim dividend............. £883,377 
oe: 854,880 
FN UNENE iie ona. «66's aici ane Biacoleraes 320,000 
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All investments have been written down 
to or below market prices on December 31, 
1931. For the purpose of so writing down 
such of the government securities as have a 
definite due date and of making a further 
provision for future contingencies, a sum of 
£2,748,012 has been taken from the reserve 
fund, leaving that fund at £11,500,000. 


THE Maakuntain Pankki Osakeyhtio and the 
Kansallis‘Osake-Pankki, Helsingfors, were 
merged the first of this year, under an agree- 
ment whereby fourteen shares of the former 
institution, nominally Fmk. 100 each, were 
exchanged for one share, nominally Fmk. 200 
each, in the Kansallis‘Osake-Pankki. 

Total resources of the Kansallis-Osake- 
Pankki after the merger amount to about 
4,000,000,000 Finnish marks and its branches 
number more than 200. This enlarged net- 
work of branches almost equals in number 
that of all other private banks in Finland 
combined. 


DECEMBER 31, 1931, statement of condition 
of Skandinaviska Kreditaktiebolaget, Sweden, 
showed capital of Kr. 87,188,000, reserve 
fund of Kr. 94,812,000, deposits of Kr. 609,- 
342,013 and total resources of Kr. 1,034,- 
248,833. 


Net profits of Williams Deacon’s Bank, 
Limited, Manchester, for the year 1931, after 
rebate of interest on undue bills, expenses 
and an appropriation to the credit of con- 
tingencies, amounted to £275,465. To this 
has been added £25,477 brought forward 
from the previous year, making a total of 
£300,942, which has been allocated as 
follows: 

TE UII 5 c= o:a.0'e apy steed a £234,375 
To contingencies account 
To carry forward 


To cover the heavy depreciation in invest- 
ments during the year £200,000 has been 
transferred from the reserve fund to the in- 
vestment depreciation and contingencies ac- 
count. The reserve fund is thus £200,000. 
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International Banking Notes 


Report of the directors of Barclays Bank, 
Limited, London, shows net profits of the 
bank for 1931 amounted to the sum of £1, 
794,825, after full provision had been made 
for bad and doubtful debts. With the addi- 
tion of £559,363 brought forward from the 
previous year, £2,354,188 was made available 
for allocation as follows: 


To contingency account ........ £200,000 
To dividends, less income tax.... 1,588,238 
To balance carried forward 565,950 


The investments of the bank are carried 
at or below the market price on December 
31, full provision for depreciation having 
been made out of investment reserve account. 


BarcLays Bank (Dominion, Colonial and 
Overseas), London, ended its fiscal year on 
September 30, 1931, and its directors re- 
ported net profit for the year ended on that 
date of £402,753. To this was added £164,- 
730, making £567,484 available for distribu- 
tion as follows: 


To provision for income tax, etc... £100,000 


To interim dividend............ LELOT) 
ee aS, a eee 111,668 
"EG Catty FOEWOIG 565s K.0'510.5.00s:0 0% 244,737 


Paid up capital of the bank is £4,975,500, 
reserve is £1,650,000, deposits are £68,462,- 
423 and total resources £79,428,108. 


NET profit of Martins Bank, Limited, Liver- 
pool, for the year 1931 was £703,154, after 
transfer had been made to the credit of the 
contingency account, out of which full pro- 
vision for bad and doubtful debts has been 
made. To this sum has been added £110,076 
brought forward from the previous year and 
the total of £813,230 has been distributed 
as follows: 


To provision for contingencies... .£100,000 

To dividend of 14 per cent. per 
annum, less income tax........ 582,404 

TEO CREE TOT WOE so. 6:50, 0: sin ore e's 130,824 


“It has been desirable,” said the chair’ 
man, “in present circumstances to maintain 
the bank’s investment reserve and to utilize 
the reserve fund to the extent of £607,872 
to meet the depreciation in the market value 
of British government stocks.” 


Tue Bank of New South Wales, Sydney, 
made net profits in the year ended Septem- 
ber 30, 1931, of £565,235, according to re- 
port of its directors. The balance brought 
forward was £166,927 and of the total £619, 
200 was paid out in dividends and £112,963 
carried forward. 

During the year several new branches were 
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opened and ninety new branches and agencies 
were gained as a result of the amalgamation 
with the the Australian Bank of Commerce. 
The bank now has 688 branches and agencies. 


Net profits of Westminster Bank, Limited, 
London, for the last year amount to £1,601,- 
822, after providing for rebate and income 
tax and after appropriations to the credit of 
contingency accounts, out of which accounts 
full provision for bad and doubtful debts 
has been made. This sum, added to £464,- 
300, brought forward from 1930, leaves 
available the sum of £2,066,122. 

A dividend of 9 per cent. paid in August 
last on the £4 shares and 6} per cent. on the 
£1 shares absorbed £602,145. A further divi- 
dend of 9 per cent. was declared in respect 
of the £4 shares, making 18 per cent. for 
the year; and a further dividend of 6} per 
cent. on the £1 shares was paid, making the 
maximum of 124 per cent. for the year. 

The sum of £250,000 has been transferred 
to contingent fund, and £200,000 to of- 
ficers’ pension fund, leaving a balance of 
£431,255 to be carried forward. 

In view of the financial outlook, the di- 
rectors thought it undesirable to draw upon 
the internal contingency fund of the bank 
for the purpose of meeting the depreciation 
of British government securities; they there- 
fore provided the whole of the amount re- 
quired to bring the investments into the 
balance sheet at or below their market value 
by appropriating £1,820,157 from the re- 
serve. 

The following table gives comparative 
profit and loss figures for the last three years: 


Net profit 
Brought forward 


Total available 

Dividends 

SRST EEE 6p crc ci cer cirsratiel Oho. easter oteeeerereiee 
Rebuilding 

Contingent fund 

Officers’ pension fund 

Carried forward 


£2,066,123 


Net profit of the English, Scottish & Aus- 
tralian Bank, Limited, London, for the year 
ended June 30, 1931, was £266,657, after 
expenses of management and income and 
other taxes had been deducted. To this sum 
was added £305,477 brought forward from 
the previous year. Of this total, £240,000 
was paid out in dividends, £30,000 was added 
to reserve fund, £5000 to bank officers’ 
provident fund, and the remainder, £297,134, 
was carried forward. 

The sum of £1,585,000 was allocated from 


£1,601,822 


£2,066,123 
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the reserve fund to a special reserve for de- 
preciation in Australian currency but, ac- 
cording to the report, “the directors con- 
sider it probable that this depreciation is only 
a temporary phase and that the amount now 
allocated will ultimately be restored to the 
general reserve fund.” 


ProFits of the Munster & Leinster Bank, 
Limited, Cork, for the half-year ended De- 
cember 31, 1931, were £91,222, to which has ~ 
been added £45,903 brought forward from 
the last previous account. This total has 
been allocated as follows: 


To dividend at the rate of 14 per cent. 

per annum, free of income tax....£52,500 
To contingencies account 15,000 
To reduction of premises account.. 15,000 
To staff pension fund 
To carry forward 


Capital of the bank is £750,000, reserve 
fund £820,000, special reserve for deprecia- 
tion in the bank’s investments is £180,000, 
deposits are £25,307,561 and total resources 
£27,949,685. 


Profits of the Ionian Bank, Limited, Lon- 
don, for the year ended August 31, 1931, 
totaled £47,113 before providing for bad 
and doubtful debts. To this has been added 
the balance brought forward from the pre- 
vious year, £28,589, and £50,000 transferred 
from the reserve fund. The total of £125,- 
702 has been divided as follows: £105,000 
to reserves for bad and doubtful debts; £12,- 
000 to dividends; £8702 to be carried for- 
ward. 


1931 1929 
£2,160,384 


552,196 


1930 
£1,821,888 
464,301 506,304 


£2,712,580 


1,356,276 
250,000 


£2,328,192 


1,184,867 1,313,891 
150,000 
200,000 
200,000 
464,301 


400,000 
200,000 
506,304 
£2,328,192 £2,712,580 

The sum of £75,000 has been transferred 
from the reserve fund to the investments re- 
serve to take care of depreciation in the 
bank’s investments, leaving reserve fund at 
£100,000 and investment reserve at £100,000. 

The bank’s capital is £600,000, current 
accounts are £3,413,070 and resources are 
£4,908,344. 


GovERNorRS and directors of the Bank of 
Ireland, Dublin, reported to the stockholders 
that net profits of the bank for 1931, after 








meeting all charges, interest due on deposits 
and rebate on bills, etc., amounted to £512,- 
171. To this has been added £300,000 trans- 
ferred from rest, which, with £81,481 brought 
forward from the previous year, makes a 
total of £893,653. Out of this £400,000 
has been transferred to reserves for contin- 
gencies; .£402,835 has been paid in divi- 
dends; and the remainder, £90,816, carried 
forward to the next account. 

As of December 31, capital of the bank 
stood at £2,769,230, rest at £3,180,000, de- 
posits at £29,045,288 and resources at £39,- 
848,422. 


ProrFit of the Banque Canadienne Nationale, 
Montreal, for the year ended November 30, 
1931, was $1,001,940, to which has been 
added $178,229 brought forward from the 
previous year. The total of $1,180,169 has 
been distributed as follows: Dividends, $700,- 
000; pension fund, $40,000; taxes, $110,000; 
provision for payment to the treasurer of 
the Province of Quebec, $125,000; balance 
carried forward, $205,169. 


corporate earnings, which in many 

cases has reduced the margin of 
earnings over fixed charges below legal 
requirements, it is timely to explore the 
possibility of suitable additions to the 
media of investment for statutory trust 
funds, as provided to an extent by the 
amendment to the banking law of New 
York submitted by F. V. Henshaw of 
Wood, Struthers & Company to the 
Savings Banks Association of the State 
of New York. 

The proposed amendment to the tele- 
phone section of the banking law which 
would, under carefully drawn restric- 
tions, admit certain collateral trust and 
debenture issues of the Bell Telephone 
System, was accompanied by the follow- 
ing statement: 


I: view of the recent shrinkage of 


“Considering the character of the 
business of American Telephone & Tele- 
graph Company, its conservative finan- 
cial practices, and the enormous margin 
of earning power securing its debt, I 
think it evident that the unsecured 
obligations of this company are better 





THE BANKERS MAGAZINE 


Extension of Trust 





THE North of Scotland Bank, Limited, 
Aberdeen, made profits in 1931 of £254,413, 
according to the report of the directors. To 
this has been added £101,747, the balance 
brought forward from the previous year, and 
the total, £356,161, has been allocated as 
follows: 


To bank buildings account........ £5,000 
To officers’ superannuation fund... 10,000 
To widows’ and dependents’ fund.. 5,000 
To investment reserve............ 75,000 
CUD MAREMNNNUEY os 51 a)-5)'9h sive s49).65 016) @r'5.a, 4008 193,969 


"EO COREY WOEWELE sos. ee c:8-6 c.sieicne 91,280 
BALANCE of profit and loss of the National 
Bank of Scotland, Limited, Edinburgh, for 
the year ended October 31, 1931, was £344,- 
727, after provision was made for all bad 
and doubtful debts, etc., and the addition of 
£74,293 brought forward from the previous 
year. This total has been supplied as fol- 
lows: Contingent fund, £100,000; heritable 
property account, £20,000; trustees for of- 
ficers’ pension scheme, £20,000; dividend, 
£132,000; balance carried forward, £72,727. 





Fund Investments 


investments for trust funds than any but 
the choicest of mortgage bonds. Further- 
more, these securities have a liquid mar- 
ket second only to the United States 
Government bonds. The present year 
has demonstrated the desirability of a 
proportion of readily marketable securi- 
ties in the portfolio of a savings bank. 
The specific additional securities that 
would become legal under this amend- 
ment are listed below. I have checked 
the amendment very carefully and am 
confident that these are the only securi- 
ties that are covered by it.” 


Under the provisions of the proposed 
amendment, the following bonds would 
qualify as legal investments: 


American Telephone & Telegraph 
Collateral Trust 5s, 1946.. $ 67,896,000 


Debenture 5s, 1960 ...... 120,938,700 
Debenture 5s, 1965 ...... 150,000,000 
Debenture 5}s, 1943 ..... 96,909,700 
Debenture 4s, 1936 ...... 2,589,000 


Southern New England Telephone 
Company 


Debenture 5s, 1970 ...... 10,000,000 
Total Par Value at December : 
SE, 1930 cccivciwcsevrcees $448,333,400 






New York Banks in 1931 


they have reprinted in their Facts 

and Figures for January, 1932, Hoit, 
Rose & Troster, New York dealers in 
bank stocks, said: 


I: a recent letter to a client, which 


“It is true that for 1931 the earnings 
shown by the banks here are poor. Write- 
offs and transfers to reserves have left a net 
deficit in almost every instance. However, 
actual operating income covered the dividend 
requirements by a good margin. With these 
—we hope—non-recurring losses out of the 
way, there is every indication of better re- 
sults hereafter. You might keep in mind that 
these reserves as set up are not in every case 
entirely lost but represent mark-downs to 
present extremely depreciated levels. The 
relation between. market prices and book 
values even after these losses is extremely 
favorable and we refer you to the enclosed 
circular (reprinted below) giving the actual 
facts. Higher and more productive money 
rates during 1932 will be a powerful stimu- 
lant to earnings.” 


Summarizing the year-end statements 


of some of the larger New York banks, 
Hoit, Rose & Troster say: 


Year-end bank statements are much better 
than anticipated, and reveal New York City 
banks and trust companies to be in strong 
liquid condition. 

Better earnings are now possible on liquid 
assets. With higher money rates prevailing, 
more yield is obtainable on such highly liquid 
assets as call loans, acceptances and commer- 
cial paper. 

Book values, after all year-end adjust- 
ments, stand materially above current market 
prices. This indicates an over-discounted 
market position. 

With earning power higher, investment 
portfolios extremely liquid and market prices 
thoroughly deflated, New York City bank 
stocks enter 1932 in a sound investment posi- 
tion 

CHASE NATIONAL BANK 


Gross deposits of Chase National Bank as 
of December 31, 1931. total $1,459,115,000, 
the largest in the world. 

The statement indicates very liquid finan- 
cial condition, the sum of cash, Government 
securities and short-term securities totaling 
61 per cent. of demand deposits. 

Operating earnings for 1931 slightly ex- 
ceeded dividends of $29,600,000 ($4 per 
share), of which $27.750,000 was paid by 
the bank and $1,850,000 by the Chase 


Securities Corporation. After all adjust- 
ments, net loss for the year is indicated at 
$5.02 per share. 

After all adjustments, book value of the 
bank is $39 per share and of the corpora’ 
tion $8 per share. This results in a com- 
bined book value of $47 per share, substan- 
tially above the present market. 


NATIONAL CITY BANK 


In its first statement since the merger with 
Bank of America November 30, 1931, Na- 
tional City Bank as of December 31, 1931, 
reports gross deposits of $1,418,703,000, 
strengthening its position as the second 
largest bank in America. The City Bank 
Farmers Trust Company reports gross de- 
posits of $46,830,000. 

Net earnings of the bank for 1931, after 
usual reserves for taxes, etc., were $22,742,- 
654 or $4.09 per share, based on 5,558,333, 
the average number of shares outstanding 
during the year. Approximately $15,000,000 
($2.70 per average share) was transferred at 
the year-end to reserve for contingencies. 
Throughout the year, liquidity has been 
maintained at a high level. 

Combined book value, after all adjust: 
ments, of the bank, City Bank Farmers Trust 
Company and National City Company, is 
now $43 per share. 


GUARANTY TRUST COMPANY 


Earnings of Guaranty Trust Company for 
1931 before the transfer of $14,000,000 
($15.56 per share) from undivided profits 
to reserves, are indicated at $21.68 per share. 
After provision for this transfer, net earnings 
for the year were $6.12 per share. 

Financial condition continues strong and 
liquid. Cash and Government securities 
alone total 72 per cent. of demand deposits. 


CENTRAL HANOVER BANK & TRUST COMPANY 


Central Hanover reports a very liquid con- 
dition. The ratio of aggregate cash, United 
States Government securities and other pub- 
lic securities to demand deposits is 88 per 
cent. 

In the fourth quarter, holdings of United 
States Government securities increased $3'7,- 
000,000 and are now approximately $90,000,- 
000 above December 31, 1930. 

Undivided profits for the fourth quarter 
show a decrease of $5,199,785, reflecting 
provision for adjustments. Thus, before the 
quarterly dividend of $2,625,000, the indi- 
cated deficit for the quarter is $2.45 per 
share. This compares with earnings of $2.39 
in the first quarter; $1.90 in the second 
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quarter, before the transfer of $5,000,000 
($4.76 per share); and $2.14 for the third 
quarter. 

The ratio of deposits to capital funds 
stands above six to one. 


BANK OF NEW YORK & TRUST COMPANY 


Regular 1931 earnings of Bank of New 
York & Trust Company before transfer to 
reserves of $4,640,000 ($77.33 per share), 
were $21.20 per share. 

Liquidity continues to be very high. Net 
deposits show a gratifying increase over a 
year ago. 


CHEMICAL BANK & TRUST COMPANY 


For the year 1931 Chemical Bank & Trust 
Company earned $2.44 a share, compared 
with $2.01 in 1930, an increase of 21 per 
cent. Liquidity is very high, as indicated 
by the sum of cash, United States Govern- 
ment bonds and certificates, bankers accep- 
tances, demand loans, eligible paper, short- 
term notes and state and municipal bonds, 
totaling 85 per cent. of aggregate deposits. 


IRVING TRUST COMPANY 


Earnings of Irving Trust Company are 
indicated at 41 cents a share for the fourth 
quarter. Earnings for the year 1931, before 
the transfer of $1€,000,000 ($2 a share) in 
the second quarter, are $1.63 per share. 

Financial condition is extremely liquid. 
Total indicated quick assets are $435,000,- 
000, compared with deposits of $432,000,000. 


MANUFACTURERS TRUST COMPANY 


After all adjustments, net earnings of 
Manufacturers Trust Company for the year 
1931 are indicated to be 71 cents a share. 
Earnings for the first nine months were $2.60 
per share. A deficit of $1.89 a share, re- 
flecting provision for adjustments, was in- 
curred in the fourth quarter. 

Deposits as of December 31, 1931, totaled 
$269,541,000, an increase of approximately 
$50,000,000 over December 31, 1930. Dur- 
ing the year, Manufacturers acquired two 
small banks and acted as liquidating agent 
for several others. 

Financial condition continues very liquid. 


MANHATTAN COMPANY 


Combined net earnings for 1931 of the 
Manhattan Company and its subsidiaries, ex- 
clusive of minority interest and after all 
usual and ordinary charge-offs, are $4.37 per 
share on the 2,019,282 shares now outstand- 
ing. 

The December 31, 1931, statement of the 
Manhattan Company shows a new general 
reserve of $15,000,000 ($7.43 per share). 
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CORN EXCHANGE BANK TRUST COMPANY 


Earnings of Corn Exchange for 1931, be- 
fore adjustments, are $4.52 per share, cover- 
ing dividend by 13 per cent. 

Statement of condition as of December 31, 
1931, shows a reduction in fixed surplus for 
the fourth quarter of $10,000,000 ($13.33 
per share). Of this amount, $6,000,000 is 
still intact. 

Financial condition is very liquid. Cash _ 
and public securities alone are equal to ap- 
proximately 75 per cent. of demand deposits. 
Holdings of public securities increased $11,- 
000,000 in the fourth quarter. The state- 
ment shows that the total amount of the 
bank’s short-term foreign credits, subject to 
“standstill” agreements, is less than $300,000. 


NEW YORK TRUST COMPANY 
Operating earnings of New York Trust 


Company are $5.01 per share, before the 
transfer to special reserve of $9,000,000 


($18 per share). 

In the fourth quarter, holdings of United 
States Government securities increased. The 
ratio of cash and Government securities alone 
is now 79 per cent. of demand deposits. 


BANKERS TRUST COMPANY 


Earnings of Bankers Trust Company for 
1931, before the creation of a special $12,- 
000,000 reserve, are indicated at $3.05 per 
share. After provision for the reserve, which 
amounts to $4.80 per share, a deficit of $1.75 
a share is indicated for the year. 

Financial condition is very liquid. Quick 
assets, consisting of cash, United States 
Government securities, demand loans and 
state and municipal bonds, amount to 77 per 
cent. of gross deposits. 


EMPIRE TRUST COMPANY 


Earnings for 1931 of $3.38 per share-are 
indicated by Empire Trust Company before 
adjustments totaling $16.67 per share. 

The feature of the December 31, 1931, 
statement is the continued high liquidity. 
Securities are carried at market. Cash, United 
States Government bonds, municipal securi- 
ties and Street and demand collateral loans 
total $66,000,000, compared with demand 
deposits of $62,000,000. 


COMMERCIAL NATIONAL BANK & TRUST 
COMPANY 


Earnings for 1931 of $17.75 per share are 
indicated by Commercial National before the 
transfer of $1,300,000 ($18.57 per share) to 
reserves. 

As of December 31, 1931, cash and 
United States Government securities alone 
amount to 66 per cent. of gross deposits. 
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PUBLIC NATIONAL BANK & TRUST COMPANY 


High liquidity is the feature of Public's 
statement, which shows cash, United States 
Government obligations and other quick 
assets totaling 83 per cent. of gross deposits. 

Earnings for the fourth quarter were 63 
cents per share, before adjustments amount- 
ing to $17.88 per share. Earnings for the 
year before adjustments are indicated at 
$3.15 per share. 

Deposits show an increase for the fourth 
quarter. 


CONTINENTAL BANK & TRUST COMPANY 


Continental continues in unusually liquid 
condition. The sum of cash, call loans, 
United States Government bonds, New York 
City and State bonds and secured loans is 
$46,000,000 compared with due to Federal 
Reserve and deposits of $42,000,000. 

The statement is the first to be issued for 
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a complete quarter since the Continental 
Bank & Trust Company merged the Straus 
National and absorbed the International 
Trust Company. During the fourth quarter, 
the business of the Industrial National Bank 
was acquired without increase in capital. 


The total number of stockholders of 
fifteen representative New York City 
banks and trust companies increased 9 
per cent. during 1931 and is now 1596 
per cent. higher than in 1920, according 
to Hoit, Rose & Troster. 

“On December 31, 1931, there were 
328,974 stockholders with 301,932 on 
December 31, 1930, and 19,401 in 1920. 
From 1920 to 1931 the number of stock- 
holders has increased 309,573 or 1596 
per cent.” 


Portland, Ore., Banks Meet Run 


HEN the Hibernia Commercial 
& Savings Bank of Portland, 


Ore., suspended business on 
December 19, withdrawals of savings de- 
posits from two other Portland banks, 
the First National Bank and the United 
States National Bank, began. The un- 
easiness of the public after the closing 
of the Hibernia was increased by an 
active telephone campaign against the 
other banks. 

The First National and the United 
States National immediately put into 
effect the ruling requiring depositors to 
file notice of their intention to withdraw 
their accounts. 

In a letter describing the results of 
this action, C. F. Adams, president of 
the First National, says: 

“The demonstrated capacity of the 
First National Bank and the United 
States National Bank to meet the de- 
mands made upon them plus the reas- 
surance given the public by the notice 
requirement preventing ‘panic with- 
drawals’ immediately re-established con- 
fidence in the public mind with the 


result that withdrawals immediately 
stopped and the banks have had a less 
than normal activity each day since. 

“The confidence shown by the deposi- 
tors of this institution is best evidenced 
in the fact that while our savings de- 
partment carries approximately 42,000 
accounts, less than 450 notices of with- 
drawal have been filed, aggregating only 
$312,000. We believe that these figures 
will serve to dispel any uncertainty that 
might arise as to the effect on our de- 
posits at the expiration of withdrawal 
notices. As a matter of fact, the First 
National Bank and the United States 
National Bank have continued to pay 
all demands made upon their savings de- 
partments and in any amount, regardless 
of notice requirements, where satisfac- 
tory evidence has been produced that 
the intended withdrawal is to provide 
for some legitimate purpose. Such being 
the case, the notice requirement has been 
in reality more of a fiction than a fact 
but its institution served the very essen’ 
tial purpose of restoring the peace of 
mind of our depositors.” 





ONE OF THE 


17 
DOORS IN THE 
WORLDS 


LARGEST gus 
VAULT 


HE YORK approximately 3500 tons, this entire 
Vault now be- _vault equipment was built in the York 
ing installedinthe factory at York, Pennsylvania and is 
Bank of Japan at being installed in the Bank of Japan 
Tokyo is the larg- at Tokyo by York engineers. 
est ever built. It xk k * 
comprises in fact Whether your bank is large or 
two vaults, each small, we invite you to consult with 
187 ft. by 83 ft. us when planning your vault require- 
Entrance to this massive structure is ments. We will place at your dispo- 
guarded by seventeen doors. Six of sal the same experience and facilities 
them are 36" and eleven are 24" in that have earned for York a position 
thickness of solid metal. Weighing of world-wide preeminence. 


YORK SAFE AND LOCk CO. 


@ YORK, PENNSYLVANIA @ 


MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAL 


a - » FIRE AND BURGLAR PROOF SAFES AND CHESTS . 





For Safety and Profit in Your Investments 


READ 


The Commercial Paper Market 


by ROY A. FOULKE 


Industrial Specialist of R. G. Dun & Co. 


In this book you will find startling figures comparing commercial paper 
with other forms of investment, as regards both safety and yield. 
You will find an analysis of commercial paper and the open market 
from the banker’s point of view, and from the viewpoints of the seller 
and broker, as well. You will get a comprehensive idea of the entire 
scope of the commercial paper market; will find detailed explanations 
of its organization and operation; will learn the advantages of com- 
mercial paper as an investment for the banker who desires the utmost 
in safety and yield. 


Read what these men say of the book: 


“This book is the best exposition of the subject which I have read and I think 
all bankers who buy commercial paper will find a great deal of interest as 
well as profit in it..—W. G@. Wilmet, vice-president Hibernia Securities Com- 
pany, Inc., New Orleans. 


“I wish that this might be read by a great many bankers that have overlooked 
to date this form of investment.”—R. H. Mabbatt, vice-president Lane, Roloson 
& Co., Inc., Chicago. 


“Gives the information which the prospective seller or buyer of commercial 
paper would like to have if he is not already thoroughly familiar with the 
way the system operates.”—S. C. Wise, of Burr, Stevens & Company, Inc., 
St. Louis, 


Price $5 265 Pages 
FILL OUT AND RETURN 


BANKERS PUBLISHING COMPANY, 

185 Madison Avenue, New York, N. Y. 
Gentlemen: You may send me on approval without cost or obligation a copy of 
“The Commercial Paper Market” by Roy A. Foulke. At the end of 10 days I will 
either send you my check for $5 or return the book. 


{ ] Check is enclosed. { ] Send C. O. D. 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


FEBRUARY, 1932 


MAKING FIGURES TALK 


research going on in 

bank advertising de- 
partments today than ever 
before. Not only can an 
advertising man tell you how 
many persons stopped to 
look at a lobby display dur- 
ing the first week in Janu- 
ary; he can also give you a 
fair estimate of how much 
money they had in their 
pockets. At a moment's no- 
tie he can quote figures on 
the average salary or income 
of the bank’s Christmas Club 
depositors; how many de- 
partments, on the average, 
each customer patronizes, 
and why; and how many un- 
clipped coupons are lying in 
the safe deposit boxes. 

The result of this is, of 
course, that more statistics 
than ever before are being 
used in bank advertising. But 
not those dull, dry statistics 
of former days. Present-day 
figures are being served up 
to the reader on an attractive 
platter, nicely garnished with 
illustrations. 

An excellent example of 
the modern presentation of 
statistics is the advertisement 
reproduced on this page. In- 
teresting, isn’t it? And how 
much more so to a resident 
of Nashville. This was one 
of a series of advertisements 
which that bank worked up 
asa result of considerable re- 
search among its commercial 


T= ERE is doubtless more 


customers. “Nashville Has 
Five Stove Manufacturers,” 
said one heading, “Six Bank 
Here.” Another of the 
series said that 50 per cent. 


of Nashville’s candy manu- 
facturers banked with the 
American Banks. So do 50 
per cent. of its packing 
houses, and 24 of its 32 auto- 
mobile dealers. 


12 
Of Nashville’s 
15 


Publie 


Utility 


Companies 
Here 


Bank 


IROGRESSIVE, substantial, diversified —Indus- 

trial Nashville moves forward year after year. 
Now a city of 150,000, Nashville's percentage of 
unemployment on April the first was the smallest 
of any city in the United States of one hundred 
thousand or more population. 


Backing this record, standing as an examp'e of con- 
fidence in the growth of this city, are Nashville's 
fifteen railroad and public utility companies. Their 
combined investment in Nashville and Davidson 
County totals $29,175,127; together, they give 
steady employment to seven thousand, seven bun- 
dred eighty-one people. Their combined weekly 
payroll averages $199,492. 


These fifteen companies beat and light our homes. 
They furnish power and transportation and com- 
munication. They haul our freight. Above all, they 
provide means for our growth, set the pace for 
Progress. 


Twelve of Nashville's fifteen Public Utility Compa- 
nies bank with the American Banks. The growth of 
one has been the growth of the other. And today a 
mighty Institution, sumbering among its more than 
thirty thousand depositors 80% of Nashville's Pub- 
lie Utility Companies, invites you to do business 
here... The same service, the same courtesy ex- 
tended them, is heartily extended you. Bank with 
the American Banks. 


THE AMERICAN Banks 


NASHVILLE 


AMERICAN 
NATIONAL 
COMPANY 


Here are statistics used in the new fashion by the American 


Banks of Nashville. 


Personality is put into the figures by 


means of the copy. Layout and illustration serve to make 
this advertisement additionally interesting. 





Here is the copy for the 
last-mentioned : 


Across the continent moves a 
shadow. A mail plane—New 
York to Los Angeles, 35 hours. 
In the still night sounds the 
shriek of a locomotive and the 
twelve hour trip from Nashville 
to Chicago. is begun. A tug 
boat slips from its chains and a 
steamer puts out to sea.... 

Truly, this is an age of rapid 
transit. The motivating im- 
pulse is speed; the motivating 
force—power. 

But speed and power were 
not born with the aeroplane, 
nor are they confined to tracks. 
Steadily, since 1910, there has 
issued from the great manufac- 
tories of the nation, a stream of 
machines that have revolution- 
ized industry, that have de- 
veloped tremendous new mar- 
kets. It is the automobile of 
which we speak. 





What part has the automo- 
bile played in the develop- 
ment of Nashville, of Davidson 
County? This: within a radius 
of fifteen miles of the 
Square are now 600 miles of 
paved roads; numerous filling 
stations dot these highways, pro 
viding steady employment for 
hundreds of people. And over 
these highways pass daily more 
than 38,824 automobiles and 
trucks. Business and pleasure 
have been benefited alike. 


But note: Quietly, unassum- 
ingly, in the background of this 
program stands the establishment 
of the Automobile Distributor. 
It is he who has managed this 
growth. It has been his untiring 
efforts that have wrought this 
miracle. . . . Thus it is not with- 
out pride that we point out the 
evidence of his confidence in 
this Institution; 24 of Nashville’s 
32 automobile distributors bank 
with the American Banks. 
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THE FIRST NATIONAL 
BANK AND TRUST COMPANY 


OF NEW HAVEN 


42 Cyurch Street at CROwn 


Oldest Nationa! Bank Charter in New England 





A New Haven, Conn., bank humanizes statistics in 
this readable advertisement. 


Public © 
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A somewhat similar idea 
is worked out in a group of 
advertisements of the First 
National Bank and Trust 
Company of Tulsa, Okla, 
but the latter group dealt 
with individual customers 
rather than with firms or 
businesses. From these adver- 
tisements the reader learned, 
in one instance, that ‘1 out 
of 3 at the board 
meeting patronizes the First 
National Bank.” Others of 
the series reported “1 out of 
3” at the lodge, at the dinner 
party, at the club and in the 
crowd were customers of 
that institution. 

These advertisements, run 
two columns wide and six: 
teen inches deep, in each case 
carried at the top and extend- 
ing more than half the depth 
of the space, an illustration 


appropriate to the text of } 


The “1 


featured 


that advertisement. 

out of 3” was 

prominently in all. 
The copy for the adver: 

tisement, “1 out of 3 

in the crowd,” reads as fol 

lows: 


Busy people thronging the 
streets. Hurry . . . hurry. Count 
them. One... two. . . and the 
third enters the First National 
Bank. 

Perhaps the third is a woman 
who has created a Life Insurance 
Trust with us for the benefit of 
her mother. Many young busi: 
ness women find that through 
the purchase of life insurance, 
they can create an immediate 
estate—an estate it would take 
them years to create safely by 
any other method. They also 
find that a Life Insurance Trust 
is the best way to preserve an 
estate. 

The steady growth, the age 
and prestige, of The First Na’ 
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tional Bank doubtless are the 
qualities that determine many 
people in their choice of a bank- 
ing connection, because 1 out 
of 3 patronizes The First Na- 
tional Bank and Trust Company. 


? to 1 Youll Be a 
Widow” says the First Na- 
tional Bank of Birmingham, 
Ala., in a newspaper adver- 
tisement, and while the news 
may be far from cheerful, it 
is certain to attract atten- 
tion. The newspaper adver- 
tisement was run in large 
size, five columns wide and 
seventeen inches in depth, 
and the copy consisted chiefly 
of a reprinted column of 
Dorothy Dix, in which she 
gives statistics from the Gov- 
ermment census proving the 
statement in the heading. 
The census figures of the 
Government are not as a 
rule considered interesting 
reading. But only a few of 
them have here been turned 
into an interesting column 
and an interesting advertise- 
ment. To complete the story, 
a Birmingham insurance 
company reprinted the ad- 
vertisement in booklet form. 

The First National Bank 
and Trust Company of New 
Haven, Conn., is another in- 
stitution which has success- 
fully translated cold facts 
into readable advertising. In 
atrust folder it shows, in the 
form of charts, just how 
property is distributed un- 
der the laws of that state in 
case the decedent leaves no 
will. This has also been 
done by a number of other 
banks in various states. The 
First National of New 
Haven uses statistics success 


largest 


GAS 
COMPANIES 
in California 
are depositors 


mm 
Bank of America 


GAS SERVICE 
through GUN barrels 


Lonpon in 1813. A blacksmith laboriously joining 


old gun barrels to make the first pipeline for gas! 


Today, 


California alone has gas pipelines which, end to end, would 
reach around the world. And progress has brought modern 
gas appliances for cooking, water heating, house-heating 


even refrigeration’ 


That you may enjoy these 
comforts and conveniences for 
a few cents a day, California 
848 companies have invested 
more than two hundred million 
dollars. 

Serving millions of consumers 
and employing ten thousand 
people, these companies 
make constant use of Bank of 


‘These nine great public utilities judge a bank by their own high stand 
ards of financial strength, conservative management and service 
Does not their choice suggest Bank of America as a good bank for you? 


America’s statewide service 

District offices in many cities 
deposit funds in 171 branches of 
this Bank 

Prompt transfer of these funds 
sumplifies accounting, saves time 
and interest. Large sums are 
placed in circulation for produe- 
tive use: mew construction, 
wages, supplies and taxts. 


Bank of America 


National Trust & Savings Association 


Here is another statistical advertisement which is made 
readable through up-to-date methods in copy, layout 
and illustration. 


fully in the advertisement re- 
produced in these columns, 


“We serve one out of every 
three New Haven families.” 


HOW BANKS ARE ADVERTISING 


SINCE 1923 the Fidelity 
Union Trust Company of 
Newark, N. J., has been ad- 
vertising life insurance trusts 
and its recent advertising has 
advocated additional life in- 
surance for the protection of 
estates while at the same 
time it has stated that the 
bank did not write life in- 
surance itself. In promoting 
this type of business the bank 
has co-operated with the life 
underwriters of its district 
and last month held its 


seventh annual dinner for 
the life underwriters of 
Newark. 

E. E. McCleish, of Graves, 
McCleish & Campbell, finan- 
cial advertising agency, was 
the principal speaker at the 
dinner, and there were also 
short addresses by Ernest D. 
Finch, president Life Under- 
writers Association of North- 
ern New Jersey; J. H. 
Bacheller, president of the 
bank; and Henry Sargent, 
secretary of the Trust Di- 
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SALMON P. CHASE . Secrelary of the Treasury under Liwcoun 


Life Insurance 
has no superior... 


@s an incentive to thrift— 
as an investment 


‘oo is Life Insurance Day 
of Thrift Week. To the 
national observance of this day 
we should like*to offer the fol- 
lowing thoughts drawn from 
more than forty years of ex- 
perience in estate building and 
conservation —the ultimate 
aims of thrift. 


1, For the purpose of creating an im- 
mediate estate, no better method than 
Life Insurance has yet been devised 
for the man desirous of discharging 
his financial and moral obligations to 
family and society. 


2. All too large « proportion of the 
proceeds of insurance estates and gen- 
eral estates has failed to accomplish 
the objectives of the estate creators 





1 
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because they did not arrange for 
adequate conservation and proper 
distribution. 


3. Life Insurance replaces the eco- 
nomic value of the estate creator . . 
modern trust service replaces his man- 
agerial ability. 


4. It is the primary function of life 
insurance to furnish money; the true 
function of modern trust service is to 
supply able money management. 


In cooperation with your attor- 
ney and your life underwriter, 
we will be glad to analyze 
your estate, taking into consid- 
eration your plans and object- 
ives, and make recommenda- 
tions from the standpoint of 
efficient estate organization. 


We do not solicit, sell or furnish Life Insurance, but we 
do assist im the conservation and proper distribution 
of the proceeds, through our Insurance Trust Plans. 


THE 


CHASE NATIONAL BANK 
of the Cry of New York 


Caprrat $148,000,000 . 


+ « « Swrpivus $124,000,000 


Pine Street corner or Nassau 


11 Broan Srazet 


Trust Department 


Mapison AveNnve at 45TH Street 


191 Mowtacue Street, Brooxiyn 


Published on life insurance day of thrift week, this adver- 
tisement of a large New York bank is an example of 
timeliness, as well as of good copy and layout. 


vision of the American Bank- 
ers Association. 


The Fidelity Union Trust. 


Company also circulates a 
monthly pamphlet containing 
legal information, etc., on the 
life insurance trust, to the 
350 life underwriters of the 
district. 


J. P. Yoprr, director of pub- 
licity of Chatham Phenix 


National Bank and Trust 
Company, New York, has 
been appointed a member of 
the extension committee of 
the Financial Advertisers As- 
sociation by C. H. McMahon, 
president of the association 


es 


and assistant vice-president 
of the First National Bank 
of Detroit. 


THE Administrative and Re- 
search Corporation and Ross 
Benson and Company, Inc, 
of New York; Smith Burris 
and Company of Chicago, 
Omaha, New Orleans and 
Detroit; and Ross Benson 
and Company of Salt Lake 
City and Los Angeles, spon: 
sors and syndicate managers 
of Corporate Trust Shares, 
have appointed Edwin Bird 
Wilson, Inc., of New York 
as their advertising agency. 
A campaign will be carried 
on in a nation-wide list of 
newspapers, banking and fi 
nancial journals and general 
magazines. 


“ADVERTISING is the most 
potent mass salesman ever 
placed on the job,” Frank 
Fuchs, advertising director of 
the First National Bank in 
St. Louis, told the Rotary 
Club of St. Louis in a recent 
address. 

“Business silence—wooden 
Indian advertising—,” he 
said, “is probably costing the 
retail trade today more 
money than any other thing, 
and today there is more than 
$28,000,000,000 of’ valuable 
purchasing power lying in 
the savings banks of the 
United States. 

“Normally the United 
States does $80,000,000,000 
to $90,000,000,000 of busi 
ness a year on $5,000,000, 
000 of circulation. Each 
dollar makes about seventeen 
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round trips per year and modern in appearance; it is package, or how the weather 
does $17 worth of business. essentially up-to-date in in- is going to be on July 11, he 

“It is estimated that $1,- formation. has only to look in this valu- 
000,000,000 of that money If a resident of this Ohio able Almanac. If he wants 
in circulation has been placed community wants to know a Justice of the Peace, would 
in stockings, under mat- the name of the pastor of the like to know when Court is 
tresses, buried in the ground, First Christian Church, its in session, wants to find out 
placed in safes and safe de- location, or of any other the name of a county or dis- 
posit boxes, or carried in church, for that matter; if trict official, or when he can 
pockets. The billion in cash he wants to know the charge go fishing, there it is in the 
represents $17,000,000,000 for sending a parcel post Almanac. 
less business activity per year 
in the United States, which 
means approximately 4,000,- . 

000 jobs. Every man or Richmond Landmarks 

woman who is hoarding $235 
is depriving some man or 
woman of a year’s work.” 

It is high time, Mr. Fuchs 
said, “that we are giving 
more attention to the con- 
trollable influences which 
cause people to buy. But the 
business executives alone can- 
not lift business from the 
doldrums. The advertising 
executives must be recog- | 
nized, because advertising, as cerns Sine he Guitbenes 
never before, is today an es- 
sntial part of the creative 
end of business that deserves 
. at : So too is Richmond! From ashes to towering structures 
very special attention on the and multiplying industrics in the space of sixty-five years 
part of every business ex- ; is an enviable record. 


ecutive ” During the same period—1865 to 1931—- 
the State-Planters has taken an active part 
in the development of Richmond. Industries, 


ECONOMIC conditions have businesses, organizations, and individuals 
have received constructive >nd helpful as- 


not prevented the Mansfield sistance. 
Savings Bank & Trust Co., 
of Mansfield, Ohio, from 


publishing its 1932 Almanac, 
a fact which we imagine is STATE~PLANTERS 
pleasing practically every BANK]TRUST ©. 


citizen of that community. Ricnmonp ==: Viroma 
Among the  modernistic 


booklets, folders and circu- H ; f ; ; 

hie of d F ere is one of an exce lent series of advertisements 
ats or present-day advertis published by a Richmond, Va., bank. Each of the series 
ing, the appearance of this carries a photograph of some Richmond landmark and 
almanac is a distinct relief. presents, in connection therewith, some appropriate ser- 


vice of the bank. It is good prestige-building advertising, 
It makes no attempt to be “a : 7 
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Symbol of Southern courage ... faith . . . loyalty, and 
adherence to basic principles. 





Use Our Banking Services 
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In addition to giving a 
large amount of valuable in- 
formation about the commu- 
nity, the Almanac takes ad- 
vantage of this opportunity 
for presenting data about 
the bank.. There is, for in- 
stance, a list of the bank’s 
stockholders, a statement of 
the bank’s policy in regard 
to loans to officers or em- 
ployes, its rules regarding 
savings deposits, etc. These 
rules, incidentally, are pub- 
lished in both English and 


™ 
German. 
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This Almanac, it seems to 
this writer, is an extremely 
valuable piece of advertising 
for a community of moder- 
ate size, and might well be 
adopted by other banking in- 
stitutions. It is doubtless 
kept and consulted many 
times during the year by 
each recipient of a copy, 
and forms a valuable adver- 
tising medium. 


THE Kentucky Title Trust 
Company of Louisville has 
begun a series of advertise- 


.... to CNewark! 
GATEWAY OF THE EAST 


F.. Leading Railroads converge at Newark. Port and air facilities 
have direct access to both domestic and foreign markers. Newark is a 
greet distributing center. considered one of the greatest in the Eas 
Indusrially, it has long outranked other cities in diversity of products. 


Newark is growing. Over 49 per ceat of New Jersey's population ‘s 
within « cen mile radius of che city. Corporations seeking an outlet 1or 
their products and those seeking « location for manufacturing unit’ find 
ie well situated for branch offices, and from a labor standpoiay 


, . 


¢. corporations and individuals doing business in the 
Newark Area, this Company extends 1 cordial invitation for 
substantial participation in your banking The Fidelity Union Trust 
Company is the large bank in New Hersey. As the bank for every 
one it is fully equipped to serve you. 


ee 


ments of its mortgage bond 
department. The first, which 
appeared in Louisville paper; 
early in January, was titled 
“Faith That Makes Louis. 
ville Grow!” and read as 
follows: 


We can make 1932 a big 
year for Louisville if we recover 
our faith in our great country, 
as we are confident we shall. 
Employment of men and women, 
the making and selling of goods, 
can come only with renewed 
confidence in our business and 
banking institutions. 

With this recovery will come, 
to hesitating investors, a return 
ing faith in the well-founded 
securities. If we might hasten 
this, no service we could render 
would be a greater boon to 
Louisville. First mortgage bonds, 
adequately sponsored, must at 
tract hoarded funds, now idle. 

Any investor can find out for 
himself which deserves his con 
fidence. Kentucky Title Trust 
bonds have been the preference 
of investors for nearly fifty years 
—why that is so becomes clear as 
you investigate the sound safe- 
guards under which they are is- 
sued and the splendid security 
which stands behind them. 

Bring to us every question you 
may want answered about them 
before you buy—a sound, con: 
servative security with a. satis: 
factory yield. 


THE New Jersey Title Guar 
antee & Trust Co., Jersey 
City, N. J., has sent to its 
customers a four-page folder, 
with a return card enclosed. 


inver 
cial 
chars 
instri 
plan 
of p 


requ 


book! 


To those corporations sow sivdying the advantages of Newark, 
we invite you to locate your business here, and to confer with us. 


FIDELITY UNION 
TRUST COMPANY 


+ Member Federal Reserve System ° 
NEWARK, NEW JERSEY 


JM Bacrmce, pete 


The folder reproduces a 
newspaper account of an ad- 
dress by the Surrogate of 
the county in which the bank 
is located. In the address, 
the importance of making a 
will was emphasized. The 
Surrogate’s picture is a part 
of the newspaper reproduc’ 
tion. 
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As a result of this type of advertising, Newark is more 

and more becoming recognized as an individual city rather 

than an appendage to New York, and the Fidelity Union 

Trust Company is more and more becoming identified 
as an outstanding financial institution of Newark. 
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In its brief copy, the bank 
indorses the sentiments of 
the Surrogate and urges 
readers to see their lawyers 
about making their wills, and 
uggests the aid of the bank’s 

planning depart- 


A CLEVERLY conceived 
folder of the First Wisconsin 
National Bank of Milwaukee 
features that  institution’s 
“get ahead” plan for 1932. 
Gray paper is printed in 
black and red—three black 
stripes running horizontally 
on the front cover bear, in 
red, the words “First Wis- 
consin Get-Ahead Plan for 
1932.” Opening the folder, 
the reader finds, on the left- 
hand page, the outline of a 
hand. The paper is so slit 
that the hand holds a red 
pencil, on which are printed, 
“Get Ahead Pencil for 
1932” and the name of the 
bank. Inserted within the 
folder are the other tools for 
getting ahead in 1932. There 
is an outline for a personal 
inventory, outline of a finan- 
cial plan, of fixed budget 
charges, etc. There are also 
instructions for using the 
plan and, on a separate slip 
of paper, a return coupon 
requesting the bank’s various 
booklets on budgets, invest- 
ments, etc. 

The folder is very attrac- 
tively gotten up and should 
be of interest and value to 
customers of the First Wis- 
consin National Bank. 


THE Williamsburgh Savings 
Bank of Brooklyn, N. Y., 


Just as true TODAY... 
as it was a YEAR 


Cuancinc 
business condi- 
tions cannot cur- 

tail your interest 

or endanger your 
principal—when 
you invest in 
GNYS Fire Mort 
gage Certificates. 
What we claimed for 
these investments in 
1930, of. for that mat- 
ter in 1925, still holds 
for 1932 and all time. 
The value of Guaran- 
teed Safety has been 
clearly demonstrated 
during the past year. 
Use past events as a 
hasis for your present 
Gnancial judgment. 
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While many businesses and individuals are hop- 

ing that their customers have forgotten their 

advertising statements of a year ago, this title 

and guarantee company is reprinting an adver- 
tisement of a year ago. 


has, in the last few months, 
increased the sales of its safe 
deposit boxes by a _ novel 
lobby display. 

A small sign, prominently 
placed, states that a person 
standing in a certain posi- 
tion will operate the safe de- 
posit display. A person so 
doing cuts a ray of light 
from a concealed photo-elec- 


tric eye and, with no appar- 
ent mechanism, a_ small 
phonograph is automatically 
started and a three-minute 
sales talk is begun. The 
modulation is such that the 
voice is distinctly heard by 
people within a_ ten-foot 
radius, but not noticeable by 
those further away. While 
the concealed voice is talk- 
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While other banks are striving to make their statements 
more readable and more easily understood, this New 
York trust company goes on using the style of statement 
which it has been publishing for years, and which is an 
excellent example of readability and understandability. 


ing, the middle one of three 
sample safe deposit boxes 
displayed on the table opens, 
disclosing a sign inviting 
listeners to help themselves 
to the sales literature within 
the box. A. E. Leighton, 
assistant cashier of the bank, 


reports that not only does 
the sales literature disap- 
pear at a surprising rate, but 
that a definite increase in 
rentals is attributed to the 
display. 

During the pre-Christmas 
week Mr. Leighton utilized 


THE BANKERS MAGAZINE 


the device in another inter 
esting fashion. By cutting 
the ray of light, the person 
started the phonograph 
mechanism, then concealed 
in a Christmas tree centered 
in the lobby, and a few weil 
known Christmas carols were 
played. Here, again, the 
modulation had been adapted 
for the purpose and _ the 
effect was similar to that of 
an organ, particularly ap 
propriate to the cathedral- 
like architecture of the Wil- 
liamsburgh Savings Bank’s 
lobby. 

The photo-electric eye is 
a new magic of science in- 
vented by Westinghouse. It 
has been adapted to indi- 
vidual needs for bank dis: 
plays by the Bertram Com: 
pany of New York. Origi- 
nally motion alone was used 
in the displays, such as those 
which were used by the Fi 
delity Union Trust Com: 
pany of Newark, N. J. 
Leopold A. Chambliss, assis’ 
tant vice-president of the 
Fidelity, found that the win- 
dow display, using motion 
only, attracted many inter’ 
ested crowds and authorized 
the Bertram Company to 
adapt the display for branch 
offices of the Fidelity. Sew 
eral other banks near New 
York have used the electric 
eye in displays, among them 
the Bloomfield Bank and 
Trust Company, of Bloom 
field, N. J., and the First 
National Bank and Trust 
Company, Freeport, Long 
Island. 





What They Say 


PATRIOTISM IN PEACE 


“During the war it was a serious of- 
fense to utter seditious remarks or to 
commit unpatriotic acts. Today, with 
the whole world fighting a great eco- 
nomic war, thousands who should be 
doing their bit by paying their bills 
promptly are actually aiding the enemy 
—depression—by letting the corner gro- 
cer, the landlord, the coal dealer, the 
doctor and others wait for the payment 
of goods that have been delivered or for 
services rendered. Payment of these 
bills will help reopen old jobs and stimu- 
late business. Slow pay means slower 


business and more unemployment.”—L. 
C. Harbison, president Household Fi- 
nance Corporation, Chicago. 


THE GOLD STANDARD AND 
DEBTS 


“Now England, Australia and all 
countries competing with our producers 
of raw materials which have to be sold 
on the world markets will be able to pay 
off their indebtedness with cheap money, 
while the American farmer, debt and 
tax ridden as he is, will have to pay off 
his indebtedness with a dollar of the 
value of $1.50. So his indebtedness is 
increased by at least one-third.”—Sen- 
ator Burton K. Wheeler, Montana. 


CONCERNING DEFLATION 


“Deflation is another name for the 
payment of debt, but in practical appli- 
cation it also implies the forced liquida- 
tion of debt, rather than mere voluntary 
reduction, together with declines in mar- 
ket values and price levels of the things 
for which the debts were incurred. In 
this depression the processes of deflation 
have run so far and so fast, and they 
are still continuing with such vigor, that 
there is danger of the needless destruc- 
tion of sound values.”—Col. Leonard P. 
Ayres, vice-president Cleveland Trust 
Company. 


GOLD STANDARD IS SAFE 


“If the gold standard is not safe in 
the United States at present, then it 
never has been, and never will be, safe 
anywhere. Even in the remote con- 
tingency that all foreign short-term bal- 
ances now outstanding in the American 
market should be called home at once, 
the demand could be met without re- 
ducing the gold reserve of the country 
to a dangerous level. Any serious con- 
sequences that might follow such a de- 
velopment would be purely psychological 
in their origin."—The Guaranty Survey 
of the Guaranty Trust Company, New 
York. 


ALADDIN’S LAMP PROGRAM 


“Much is heard today about unem- 
ployment insurance for the workers of 
this country. It seems to be a popular 
belief among the more ardent proponents 
that by some Aladdin’s Lamp a program 
of unemployment insurance can be made 
to function in a fortnight, that some- 
how by actuarial and political wizardry 
a reserve fund of great magnitude could 
be made to spring up, that the right of 
the six million unemployed to benefit 
would be clearly and fairly determined 
and within a few short weeks we could 
begin to see the nation overcoming the 
ill effects of the depression in so far as 
the more unfortunate were concerned. 
If we knew such a plan we would be 
the first to argue for it.”.—James D. 
Craig, actuary Metropolitan Life Insur- 
ance Company, New York. 


LIFE INSURANCE CONTRIBUTES 


“It has also been shown that life in- 
surance policy-holders received back 
from the companies during 1931 more 
than $2,600,000,000 in payments for 
death claims, matured endowments, an- 
nuities, cash surrender values, and sun- 
dries. That makes over $50,000,000 
average each week ‘for payments to life 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


insurance policy-holders! And that, in 
brief, 1s the contribution of life insur- 
ance in the present emergency.”—Wal- 
ter L. Crocker, president John Hancock 
Mutual Life Insurance Company, Bos- 
ton. 


BALANCE THE BUDGET 


“For more than two years the busi- 
ness of the country has taken the ad- 
vice of some of our leaders that every- 
thing must go down but wages. We 
have tried the experiment but it would 
seem to me that the business of the 
country is confronted with absolute de- 
struction unless we do strike this balance 
in our budget. If there is a way to 
keep up wages and balance the budget, 
by all means that is what should be 
done. So far our leaders only tell us 
to keep up wages and to keep down ex- 
penses. The problem is, how can this 
be done? We need to abolish fear and 
to enlarge faith and it seems to me we 
cannot abolish fear without balancing 
the budget °—-John Macrae, president E. 
P. Dutton & Co., Inc., New York. 


TRUE COLORS 


“Now that the iridescent bubble has 
been squeezed, we may view things in 
their rightful colors. We may smile at 
the discoveries of the things that did not 
exist and the prophecies that have come 
to naught. The value of wealth lies in 
prudence and generosity and the value 
of its loss in the courage with which we 
bear it. Thus time effaces the utterances 
of opinion and confirms the judgments 
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of morality.”.—William P. Gest, chair- 
man of the board Fidelity-Philadelphia 
Trust Company, Philadelphia. 


A FATEFUL YEAR 


“There won't be many more people 
in the country in 1932 than in 1931. 
They won't have much more money to 
spend. They won't eat any more. It 
won't be much easier to sell them. There 
will be just as many difficult problems. 
It will require just as much vision and 
courage then as now to step out in the 
cpen and do something about it. But 
when the business history of the thirties 
is written, it will be found that many of 
the great concerns of that golden decade 
got their real start in 1932. Other busi- 
ness institutions will date from that 
fateful year the beginning of their de- 
cline."—The Wedge, published by Bat- 
ten, Barton, Durstine & Osborn, New 
York. 


“A MODERATE INFLATION” 


“Confidence will help some, but we 
need more dollars in circulation. More 
dollars in circulation mean cheaper 
money; that means higher values for 
commodities, for labor, for evidences of 
wealth. More dollars in circulation will 
give more jobs, will enable debtors to pay 
interest on their debts, will enable tax- 
payers to pay their taxes without forfeit- 
ing their property. Congress’s next job 
is to insure an expansion that will be the 
equivalent of a moderate inflation of the 
currency.”—Senator Arthur Capper, of 
Kansas. 





Established 1837 


ADRIAN H. MULLER & SON 


81 WILLIAM STREET, NEW YORK 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


A Banker Who May Become 


President 


ROM the Kentucky hills to the 

White House is a long journey, 

though made by one man whose 
name is immortal. Now another, a 
banker, is being very seriously consid- 
ered for this high honor. Whether he 
achieves it or not, the fact that he is 
deemed worthy of it is not only a re- 
markable tribute to his qualities as a man, 
but illustrates in a striking way the 
genius of American institutions. For 
Melvin A. Traylor is one of that long 
line of Americans who from humble cir- 
cumstances have risen to eminence in in- 
dustry, finance and the political life of 
the nation. He came, as indicated above, 
from the hills of Kentucky—a region 
fitted to be a nursery of rugged charac- 
ter. His early life was beset with hard- 
ships, which only served to develop those 
qualities that were to stand him in good 
stead through later years. Teaching, 
life insurance, law, business, acting as a 
city and county official, and finally to 
what was to become his life work—bank- 
ing. 

From a Texas bank Mr. Traylor ad- 
vanced to St. Louis, to the Stock Yards 
Bank at Chicago, to the First Trust and 
Savings Bank and to the presidency of 
the First National Bank of Chicago—a 
position that has been occupied by men 
like Lyman J. Gage and James B. Forgan. 


Incidentally, Mr. Traylor has received 
the greatest distinction the bankers of 
the country can confer, that of president 


© BLANK-STOLLER 
MELVIN A. TRAYLOR 


President of the First National Bank 
of Chicago, who is being mentioned 
as a possible presidential candidate. 


of the American Bankers Association: 


He ranks among the leaders in banking 
and in sound economic thought. 
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Advocates Changes in New York 
State Banking Laws 


banking laws of New York State 

were suggested and recommended 
by Joseph A. Broderick, superintendent 
of banks of that state, in his annual re- 
port to the governor and the State Legis- 
lature. Among them are limitation of 
the aggregate amount which a banking 
institution may invest in stock or con- 
vertible bonds of other corporations, 
limitation of investment in bank build- 
ings and reduction of the maximum 
number of directors, intended to prevent 
“window-dressing.” 

He recommended also: 

Segregation of so-called thrift ac- 
counts in commercial banks and trust 
companies and restrictions on the invest- 
ment of such funds, this change to be 
made gradually over a period of five 
years. 

Permission for prompt merging of 
banking institutions in case of emer- 
gency or when necessary to protect the 
interests of depositors and shareholders 
by approval of the boards of directors 
of the institutions concerned and the 
superintendent of banks. 

Limitation of the amount of funds 
that any bank may deposit with any 
other bank. 

Maintenance of a reserve against time 

deposits. 
_ Omission of foreign exchange bal: 
ances credited to a banking institution 
from the items that may be deducted 
from the total deposits of that bank in 
arriving at the aggregate demand de- 
posits thereof. 

Prohibition of banks and trust com- 
panies from accepting deposits of less 
than $2000 repayable in foreign ex- 
change. 

Permission for the superintendent of 
banks to remove from office, officers or 
directors of banks who have been guilty 
of persistent violations of the banking 
law, or of a continuance of unsafe and 
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unsound policies and practices. (Such 
persons might be .re-instated by a two- 
thirds vote of the board of directors.) 

Permission for the superintendent, at 
his discretion, to omit one examination 
in any year of a bank or trust company 
which is a member of the New York 
Clearing House Association and to ac 
cept in lieu thereof an examination made 
by the association in that year. 

Permission for the superintendent to 
compel an institution to charge off bad 
and doubtful assets and/or set up ade- 
quate reserves; and permission for the 
superintendent to require a bank to 
furnish appraisals of any real estate in 
which it may have a financial interest. 

Provision that the stock of all banks 
must be evidenced by individual cer- 
tificates of stock, not coupled with the 
stock of any other corporation. 

Limitation to 10 per cent. of capital 
and surplus the amount which any bank 
may be interested in all affliated cor- 
porations by way of loans, investments 
in stock or obligations and loans to 
others secured by stock or obligations of 
such affliated corporations. 

Prohibition of a bank officer from be- 
coming an officer of a corporation en- 
gaged primarily in buying and selling 
securities. 

Prohibition of a bank officer from 
borrowing from the institution in which 
he is employed, and restriction of the 
loans which an institution may make to 
its directors, with obligatory financial 
statements at least yearly by borrowing 
directors. 

Change of the directors’ examination 
period, to provide for examinations at 
least every six months. 

Exclusion of investment corporations 
from the supervision of the State Bank- 
ing Department. 

Permission for savings banks to estab: 
lish branch offices in the county in which 
the principal office is located; permission 
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for savings banks to change the location 
of places of business acquired by merger; 
and to pay extra dividends above the 
basic rate when earnings and surplus 
permit. 

Provision for the transfer each year to 
guaranty fund of a larger portion of the 
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earnings of a savings and loan associa- 
tion and requirement of a more adequate 
guaranty fund; provision for yearly ex- 
aminations of such institutions by the 
boards of directors and at least once in 
two years to include a verification of 
share liabilities. 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man- 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


AMERICAN BANKERS ASSOCIATION ExECU- 
tive CounciL, White Sulphur Springs, 
W. Va., April 25-27. Headquarters, Green- 
brier Hotel. Executive manager, Fred N. 
Shepherd, 22 East 40th street, New York 
City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, June 6-10, 1932. Secretary, Rich- 
ard W. Hill, 22 East 40th street, New York 
City. 


Ittinois BANKERS ASSOCIATION, Spring: 
field, May 23-25, 1932. Executive vice- 
president, M. A. Graettinger, 33 North La 
Salle street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, May 19-20, 1932. Secretary, Forba 
McDaniel, 1308 Circle Tower, Indianapolis. 


Kansas BANKERS ASSOCIATION, Kansas 
City, May 19-20. Secretary, W. W. Bow- 
man, Topeka. 


MICHIGAN BANKERS ASSOCIATION, Macki- 
nac Island, July 11-13. Secretary, Kenneth 
M. Burns, 1713 Ford Building, Detroit. 


Mip-WINTER TRUST CONFERENCE, New 
York City, February 16-18, 1932. Head- 
guarters, Hotel Commodore. 


Mip-West REGIONAL SAvINGS CONFER- 
ENCE, St. Louis, April 21-22. 


Missour!I BANKERS ASSOCIATION, May 17- 
18, 1932. Secretary, W. F. Keyser, Sedalia. 


NATIONAL FoREIGN TRADE CONVENTION, 
Honolulu, May 4-6. Secretary, O. K. Davis, 
1 Hanover Square, New York City. 


NaTIONAL SAFE Deposit ASSOCIATION, 
Los Angeles, 1932. Secretary-treasurer, 


Ralph D. Slaymaker, Fidelity Safe Deposit 
Company, Kansas City, Mo. 


NATIONAL ASSOCIATION OF MUTUAL Sav- 
INGS BanxKs, New York City, May 18-20. 
Headquarters, Waldorf Astoria Hotel. Ex- 
ecutive secretary, John W. Sandstedt, 347 
Madison avenue, New York City. 


New Mexico BANKERS ASSOCIATION, Taos, 
May 13-14. Executive secretary, Mrs. Mar- 
garet Barnes, 318 North Sixth Street, Albu- 
querque. 


OKLAHOMA BANKERS ASSOCIATION, Tulsa, 
May 24-25. Secretary, Eugene P. Gum, 907 
Colcord Building, Oklahoma City. 


ReseRvE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


Savincs BanKs ASSOCIATION OF MAINE, 
Lakewood. September 7-8. 


SoutH Daxota BANKERS ASSOCIATION, 
Watertown. June 1-3, 1932. Secretary, 
George A. Starring, Huron. 


SouTHERN Tri-STaTE BANKERS (Arkan- 
sas, Mississippi, Tennessee), Memphis, May 
24-26. 


Texas BANKERS ASSOCIATION, Austin, 
May 10-12, 1932. Secretary, W. A. Philpott, 
Jr., Dallas. 


VirGINIA BANKERS ASSOCIATION, 
Point Comfort, June 23-25. Headquarters, 
Hotel Chamberlain - Vanderbilt. Secretary, 
C. W. Beerbower, First National Exchange 
Bank, Roanoke. 


WEeEsT VIRGINIA BANKERS ASSOCIATION, 
Fairmont, May 26-27. Secretary, Homer 
Gebbardt, First Huntington National Bank, 
Huntington. 


Old 


WISCONSIN BANKERS ASSOCIATION, Mil- 
waukee, June 23-24. Secretary, Wall G. 
Coapman, 717 Caswell Block, Milwaukee. 








Hazlewood Gives View in Duke- 


Burris Controversy 


serves, up to 50 per cent., of which 

there would be commercial paper 
and prime short-time bonds of not over 
five years’ maturity, are recommended 
for banks by Craig B. Hazlewood, vice- 
president of the First National Bank of 
Chicago, in a letter written to THE 
BANKERS MAGAZINE concerning the 
Duke-Burris controversy. 


Genes primary and secondary re- 





Craic B. HazLEwoop 


In the December issue of THE BANK- 
ERS MAGAZINE, Eugene H. Burris took 
issue with a letter written to and pub- 
lished by the American Banker by John 
P. Duke, president of the Oregon Bank 
and Trust Company of Klamath Falls, 
Ore., in which Mr. Duke opposed the 
buying of bonds for secondary reserve 
account. 

“My belief is,” says Mr. Hazlewood, 
“that a bank having demand deposits 


should not invest in long-term bonds, 
however rated, for their own account. 
I do believe that short-time se- 
curities, including Governments bought 
for carry, are a very good thing for a 
bank to have, together with commercial 
paper and other forms of outside in- 
vestment. 

“In addition to the Governments 
loaned on by the Federal Reserve banks 
there have been millions of dollars 
loaned in this depression by city cor- 
respondent banks on other than Govern- 
ment bonds, both long and short ma- 
turity. In fact, this is the first collateral 
that is asked for and delivered, because 
it has a market, however low. 

“My suggestion to banks would be to 
keep strong primary and secondary re- 
serves, up to 50 per cent., of which there 
would be commercial paper and prime 
short-time bonds, not over five years’ 
maturity, bought for a carry through to 
maturity, and bought with collateral 
availability in mind. Short-time Gov- 
ernments should be a prominent part of 
this. Then make the interest rate paid 
on deposits accord with the net return 
on investments rather than be put in the 
position of having to buy high-rate stuff 
in order to make a profit above a high 
interest rate paid.” 


PER CAPITA AVERAGE IN 
BANKS IS $481 


AN average of $481 is on deposit for every 
resident of the United States in all banks and 
trust companies, according to figures brought 
out in a survey made by the Chamber of 
Commerce of the State of New York. It 
was found that the per capita average in 
banks of citizens of New York State is 
$1457, or three times the average for the 
whole country. The average account outside 
of New York City, in New York State, is 
$660. 
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Einzig Book Creates Stir 


ward France is displayed in the 
cordial reception accorded a new 
book, “Behind the Scenes in Interna- 
tional Finance,” by Paul Einzig, London 
money market writer and a frequent 
contributor to THE BANKERS MAGAZINE. 
The book seeks to prove that French fi- 
nancial and political policy has been re- 
sponsible for most of Europe's trouble 
since the Versailles Treaty. It is being 
widely quoted in England. 
One of the statements of the author 
which has gained widespread approval is 
as follows: 


To bitterness of British feeling to- 


“The conception is gaining ground 
that France has forfeited her rights to 
reparations by the destructive use she 
has made of other claims. In fact, it is 
now widely held that it is France who 
owes the world reparations for damages 


caused by her destructive financial war- 
fare.” 


Another chapter says: 


“On the ruins of the wealth, pros- 
perity and stability of other nations, 
France has succeeded in establishing her 
much desired politico-financial hegemony 
over Europe. She has attained this end 
by means carefully designed and skill- 
fully executed, by a scheme of financial 
warfare which has inflicted suffering 
and misery upon five continents. 

“Reparations claims, war debts, loans, 
credits, gold movements and foreign ex- 
change operations have assumed a role 
hitherto played by divisions of battle- 
ships and air squadrons.” 


A review of Mr. Einzig’s book is pub- 
lished in the Book Review Department 
of this issue. 


Oklahoma City Bank Occupies New Building 


National Bank Building in Okla- 
homa City, Okla., was occupied 
December 14 when the First National 
Bank and Trust Company, Oklahoma’s 
largest bank, moved into its new quarters 


[Tx new thirty-three-story First 


there. The first four floors and base- 
ment of the structure have been arranged 


ee 


as banking rooms of the most modern 
type. 

The main banking lobby is on the 
second floor, and may be reached by 
elevator or by a broad staircase leading 
from the first-floor entrance. On the 
first floor are the savings department, 
the personal loan department and the 


Banking lobby of the First National Bank and Trust Company, Oklahoma City, Okla. 
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New building of the First National 
Bank and Trust Company of Okla- 
homa City. 


offices of the American-First Trust Com- 
pany, an afhliated institution. The 
bank’s loan officers, the bookkeeping de- 


partment and the women’s lounge are 
on the second floor, all adjacent to the 
main banking room. The executive 
offices are located on the third floor and 
from the reception room which adjoins 
them may be viewed the main banking 
room below. The fourth floor contains 
the directors’ quarters, a large work room 
and an employes’ club room. The safe 
deposit department, with 6000 boxes in’ 
stalled and a capacity of 22,500, is in 
the basement. 

The building, which was erected by 
the First National Building Corporation, 
an organization separate from the bank, 
has several distinctions. It is the fourth 
tallest building west of the Mississippi. 
It contains more aluminum than any 
other structure in the world. It is sur- 
mounted by an aviation beacon that has 
been seen by aviators from a distance of 
100 miles. 

It is probable that the First National 
of Oklahoma City is the only bank in 
the nation that is as old as the city it 
serves. This bank was opened for busi- 
ness in a tent on April 22, 1889, the day 
on which the Government opened that 
territory to settlement. 

The First National has capital and 
surplus of $7,000,000 and resources of 
$50,000,000. Executive officers are: 
Hugh M. Johnson, chairman of the 
board; Frank P. Johnson, president; and 
Charles W. Gunter, chairman of the ex- 
ecutive committee and vice-chairman of 
the board. 


New York City Banks on Sound Basis 


HE condition of New York City 
banks at the close of 1931 shows 


that they are on a sound basis for 
the new year, according to a study made 
by Morris A. Schapiro, of Monahan, 
Schapiro & Co., bank-stock brokers of 
New York. Mr. Schapiro says: 


Banking in 1931 directly reflected general 
world-wide conditions with which industry 
and commerce contended. The developments 
and results of the year were intimately linked 
to a period of shrinking business, continu- 
ous liquidation and lower values. 


The ability of American banks to meet the 
gold requisitions of panic-stricken Europe es’ 
tablished as never before the power and 
strength of our large financial institutions in 
world affairs. The results of the year’s op: 
erations bear tribute to their strength and 
solidity. 

Despite a period filled with emergencies of 
a most trying nature, the aggregate of fifteen 
leading member banks of the New York 
Clearing House Association showed a ratio 
of net loss (after charge-offs and contin’ 
gencies, but before dividends) to capital 
funds of only 3.09 per cent. This contrasts 
with a ratio of net profit to capital funds of 
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Old Defaulted Securities, Dead or Alive 


BOUGHT OR APPRAISED 
FOR ESTATES 


ASK US! 


R. M. SMYTHE, INC. 
Established 1 880 


82 Beaver Street New York 
Tel. BEekman 3-7649 


Worthless stock and bond certificates avail- 
able in quantities for dinner parties, holiday 
greetings, etc. Our charges are nominal. 


Publishers of 


“VALUABLE EXTINCT SECURITIES” 
Price $5 per copy 


3.2 per cent. for twenty-eight banks (New 
York City banks, members of the Second 
Federal Reserve District, New York, with 
loans and discounts of $10,000,000 and up) 
in 1930, 10.2 per cent. for thirty banks in 
1929, and 10.9 per cent. for thirty-five banks 
in 1928. 

The net operating income for the same 
group is estimated at $140,000,000, equal to 
about 84 per cent. of capital funds and 
12 per cent. of total available funds. The 
dividend disbursements for the group of fif- 
teen banks during 1931 of $113,500,000 were 
equal to 6.58 per cent. of total capital funds 
as of December 31, 1930. After giving 
effect to all write-offs, contingencies and re’ 
serves, estimated at over $190,000,000, there 
resulted a net loss (before dividends) of 
$53,323,431. The net decrease in capital 
funds in 1931 of 9.67 per cent. is accounted 
for by a net loss of 3.09 per cent. and 
dividend disbursements of 6.58 per cent. As 
of the year-end, this group showed total con- 
tingency funds and unused reserves of $100,- 
000,000. A 50 per cent. recovery of this 
sum alone would wipe out the losses of 1931. 

The decline in gross deposits of 17 per 
cent. for the group in 1931 may be attributed 
principally to the flow of funds to interior 
‘banks, withdrawals for foreign account, and 
to the general liquidation of loans. The fall 
in total deposits of all member banks of the 
Federal Reserve System testifies to a period 


of pronounced contraction in loans, invest- 
ments and deposits. This trend was marked 
by numerous nation-wide banking suspensions 
and by a sharp rise in outstanding currency 
circulation. 

The trend toward a greater concentration 
of banking resources in fewer and larger 
banks was emphasized in 1931 when twenty 
New York City banks lost their identities, 
either through merger, absorption or liquida- 
tion. These twenty banks had total capital 
funds of over $146,000,000 and deposits of 
over $450,000,000. 


GOVERNOR ELY PROPOSES 
STATE FINANCE BODY 


CREATION of a $20,000,000 credit corpora- 
tion to release frozen bank assets, especially 
first mortgages on homes held by closed trust 
companies, was recommended by Governor 
John B. Ely of Massachusetts in his annual 
message to the State Legislature. He also 
proposed the formation throughout the state 
of central credit banks for savings banks and 
co-operative banks respectively, to which each 
class might subscribe, and legislation to au- 
thorize the commissicner of banks, in the 
event of liquidation, to issue certificates, 
secured by the notes, mortgages and securi- 
ties of such banks. 


SHORT-TERM “CURRENCY” 


THE issuance of interest-bearing, short-term 
currency, running for one year, is suggested 
by Joseph Drexel Holmes, of Orange, N. J., 
in a recent letter to the New York Times. 

During the Civil ‘War, when the repeated 
issues of greenbacks had inflated the cur- 
rency and brought about the limitation of 
their issue, Mr. Holmes says his father, the 
later Commodore Roswell W. Holmes, pro- 
posed an “interest-bearing” issue of small 
denomination to be used as currency for 
business transactions. 

“Is there not a possible value to such a 
plan at this time,” he asks, “when the gold 
certificates of the Government are being 
hoarded by the hundreds of millions? Would 
these not come out of their hiding places 
and be readily exchanged for interest-bearing 
currency? 

“Such a ‘currency’ running for one year, 
with interest at, say, 4 per cent., would 
circulate at par for ordinary hand-to-hand 
transactions, in contrast with our long-term 
bonds now selling at a discount of from 2 to 
15 per cent. in many of the issues. 

“To ‘invest’ in these, without the formali- 
ties of deposits in postal savings, would be 
both popular and patriotic. No doubt those 
having merchandise for sale would gladly 
accept them at par and interest, and it might 
tend to stabilize both business and industry.” 
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CLEVELAND TRUST-MIDLAND 
BANK MERGER 


“A MOVE in the interest of economy, efh- 
ciency and service,” is the way in which John 
Sherwin, Jr., president of the Midland Bank 
of Cleveland, characterized the merger of that 
institution by the Cleveland Trust Company. 

The Midland Bank had capital of $4,000,- 
000 and undivided profits of $2,202,571 and 
was primarily a commercial bank. Its corpo- 
ration accounts exceeded the number of its 
savings customers. The quarters of the Mid- 
land will continue to be operated by the 
Cleveland Trust Company and numerous 
members of its staff have taken positions with 
the Cleveland Trust Company. Mr. Sherwin 
was elected an executive vice-president of the 
Cleveland Trust and the following vice- 
presidents of the Midland have been named 
vice-presidents of the larger bank: Edward 
E. Barker, A. F. Reed, E. I. Robertson, Jos- 
eph H. Thompson and J. B. Root. 


R. $8. HECHT HEADS NEW OR- 
LEANS CLEARING HOUSE 


RupotpH §. HeEcut, president Hibernia 
Bank & Trust Company of New Orleans, has 
been elected president of the New Orleans 
Clearing House Association to succeed J. D. 
O'Keefe, president of the Whitney banks. 
Oliver G. Lucas, president Canal Bank & 
Trust Company, has been named _ vice- 
president; and J. H. Peterson re-elected man- 
ager-examiner. 


DIRECTORS AND OFFCERS 
RE-ELECTED 


Directors of the Birmingham Trust & Sav- 
ings Bank, Birmingham, Ala., were re-elected 
by the stockholders at the bank’s annual 
meeting and the directors, in turn, re-elected 
the officers who had served during the pre- 
vious year. 


MANUFACTURERS-CHATHAM 
PHENIX MERGER APPROVED 


STOCKHOLDERS of Manufacturers Trust Com- 
pany and Chatham Phenix National Bank 
and Trust Company, New York, have ap- 
proved plans for the merger of the two banks 
under the name of the former. 

The agreement provides for forty direc- 
tors, which have been announced by Harvey 
D. Gibson, president of Manufacturers, as 
follows: 

Charles K. Beekman, Beekman, Bogue, 
Clark & Griscom; Edwin J. Beinecke, presi- 
dent Sperry & Hutchinson Company; Edgar 
S. Bloom, president Western Electric Com- 


Foreign Languages 
Easily Learned 


The Berlitz Conversational Method 
makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 


able tuition. Catalogue upon request. 


Trial Lesson Free 


BERLITZ 


SCHOOL OF 


LANGUAGES 


Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


pany; Thomas L. Chadbourne, Chadbourne, 
Stanchfield & Levy; James H. Conroy, ex- 
ecutive vice-president Manufacturers Trust 
Company; Robert E. M. Cowie, president 
Railway Express Agency, Inc.; Charles A. 
Dana, president Spicer Manufacturing Com- 
pany; Ellis P. Earle, president Nipissing 
Mines Co.; Horace C. Flanigan, president 
Adams-Flanigan Company; Charles Froeb, 
president Lincoln Savings Bank; Harvey D. 
Gibson, president Manufacturers Trust Com- 
pany; L. Boyd Hatch, vice-president Atlas 
Utilities Corporation; Frank J. Heaney, presi- 


_dent Everett, Heaney & Co.; Richard H. 


Higgins, vice-president Chatham Phenix Na- 
tional Bank and Trust Company; John L. 
Johnston, president Lambert Company; Os- 
wald L. Johnston, Simpson, Thacher & Bart- 
lett; C. L. Jones, vice-president Socony 
Vacuum Corporation; William B. Joyce, 
chairman National Surety Company; Louis 
G. Kaufman, president Chatham Phenix Na- 
tional Bank and Trust Company; Fred M. 
Kirby, vice-president F. W. Woolworth Com- 
pany; Daniel J. Leary; Albert C. Lehman, ° 
president Blaw-Knox Company; Joseph J. ~ 
Lerner, president Lerner Stores Corporation; 
George McDonald; Thomas H. MclInnerney, 
president National Dairy Products Corpora- 
tion; Samuel McRoberts, chairman Chatham 
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ence 


was Justified 


WHEN 169 RAILROADS FAILED IN 1893, 
JOHN H. PATTERSON SAID: 

“The year has been unparalleled in the 
history of the United States. Great ques- 
tions were to be solved, every industry 
was stagnant. Some closed down, some 
lost courage, while a few pushed ahead 
and worked harder than ever with con- 
fidence in the future. We did not let the 
hard times interfere with our work. 
When times got duller, we advertised 
the more and worked the harder.” 


WHEN PIG IRON DROPPED 50% IN 
1907, ANDREW CARNEGIE DECLARED: 

“This panic will soon run its 
course and pass away leaving no 
impediment to the return, in due 
season, of another period of whole- 
some, because needed, expansion of 
our resources. 

“We have had the greatest ex- 
pansion of modern times. Reaction 
had to come—will prove healthful. 
Nothing can stay the rapid prog- 
ress of the Republic. She is all 
right.” 


WHEN DEEP, DARK GLOOM RULED IN 1921, 
THOMAS FORTUNE RYAN SAID: 

“Our merchants have been buying only 
what they can sell quickly for cash. The 
consumer has had to listen to so much 
pessimistic talk that he buys only what 
is absolutely necessary. People every- 
where have been scared. They are get- 
ting over that. 

“Our people are the greatest consumers 
of food and manufactured articles in the 
world in normal times—and normal times 
are coming back. ” 


AMERICA CAME THROUGH! 


In 1893 stark ruin stalked through the land. 
467 banks failed in a few months. Mills, furnaces 
and factories shut down everywhere. Bankruptcy 
was on every hand. America had twice as many 
unemployed per thousand population as she has 
today. But she put them all back to work. 

In 1907 panic broke loose The production of 
pig iron dropped 50% in less than a year. All but 
the strongest men lost heart-—‘‘We are ruined”, 
they declared, ‘recovery cannot come in our time.” 
Yet in two years prosperity had returned. 


In 1921, when many honest and thoughtful 
people were predicting worse conditions, the coun- 
try was already beginning to climb to the greatest 
era of prosperity it had ever experienced. 

History tells how America has fought and won 
19 major depressions. Good times always follow 
hard times, as surely as day follows night. Pros- 
perity always comes back. It is coming back this 
time, too. 


Above all things, let us have faith. 


America Has Beaten 19 Major Depressions 
She will Beat this one 


THE NATIONAL PUBLISHERS ASSOCIATION 


“As the most nearly self-contained nation, we have within 
our own boundaries the elemental factors for recovery.” 


(From the Recommendations of the Committee on Unemployment Plans and Suggestions of the President's Organization on Unemployment Relief.) 
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Phenix National Bank and Trust Company; 
John P. McGuire, president Textile Banking 
Company; Lindley C. Morton, Birmingham, 
Ala.; Maurice Newton, Hallgarten & Com- 
pany; C. R. Palmer, president Cluett, Pea- 
body & Co.; Frank Phillips, president Phil- 
lips Petroleum Company; Harold I. Pratt, 
Charles Pratt & Company; Harold C. Rich- 
ard; Walter E. Sachs, Goldman, Sachs & 
Company; Harold V. Smith, vice-president 
Home Insurance Company; J. Fred Talcott, 
president James Talcott, Inc.; Henry C. Von 
Elm, vice-chairman Manufacturers Trust 
Company; Max S. Weil, Samuel Weil & Son; 
and Sidney J. Weinberg, Goldman, Sachs & 
Company. 


SIXTY YEARS WITH BANK 


Joun V. B. THAYER, vice-president Central 
Hanover Bank and Trust Company of New 
York, last month celebrated his eightieth 
birthday and his sixtieth year of service with 
the institution. Mr. Thayer obtained a clerk- 
ship with the Union Trust Company, then 
at 73 Broadway, in 1872, and worked his 
way steadily to a vice-presidency. He re- 
mained with the company through two mer- 
gers and has served under all its presidents. 


CITY BANK CHANGES 
Gaver G. Dominick, head of Dominick & 


Dominick, was elected a director of the Na- 
tional City Bank of New York at a recent 
meeting of the board of directors. He was 
a director of the Bank of America, N. A., 
until that bank was taken over by the Na- 
tional City Bank. 

George E. Roberts has resigned as vice- 
president of the bank and has been appointed 
economic adviser of the National City or- 
ganization. His place as vice-president is 
taken by his son, George Bassett Roberts, 
who joined the National City in 1925 and 
has been his father’s assistant. 

Mr. Roberts has been with the National 
City Bank since 1914 and has edited the 
bank’s Monthly Economic Letter since it was 
started. He has an international reputation 
as an economist and expert on the gold 
question. 

Alan Temple succeeds George B. Roberts 
as statistician in the bank. 


CHEMICAL BANK’S ANNUAL 
STATEMENT 


“AFTER charging to earnings account all ex- 


penses, pensions and extra compensation to 
employes, and after charging off losses and 
setting up tax and other reserves,” Percy H. 
Johnston, president, told stockholders of the 
Chemical Bank & Trust Company, New York, 


249 


at their annual meeting, “the disposition of 
the balance of the year’s earnings was as 
follows: dividends amounting to 18 per cent. 
on the shares of the bank, $3,780,000; special 
reserve for contingencies, $958,000; reduction 
in book value of banking houses, $300,000; 
subscription to emergency unemployment re- 


© sank-sToLier 
Percy H. JOHNSTON 
President the Chemical Bank 
Trust Company, New York. 


and 


lief, $40,000; added to undivided profits, 
$1,332,864.” 

Liquidity averaged 75 per cent. throughout 
the year, Mr. johnston said. While deposits 
as of December 31, 1931, were smaller than 
those as of the same date in 1930, for the 
year 1931 they averaged $11,013,968 more 
than those in 1930. 


GUARANTY’S ANNUAL 
MEETING 


DiviwenDs of $18,000,000, or 20 per cent. on 
its capital stock, were paid by the Guaranty 
Trust Company of New York in 1931, Wil- 
liam C. Potter, president, told stockholders of 
the bank at their annual meeting. The sum of 
$14,000,000 has been taken out of undi- 
vided profits as a reserve against possible 
contingencies. Total investments in Germany, 
Mr. Potter reported, are $38,260,000, in the 
form of commercial loans to banks and 
bankers. 

Announcement was made of the reduction 
in capital of the Guaranty Company from 
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$20,000,000 to $10,000,000, since the com- 
pany had surplus funds which it did not deem 
necessary for the conduct of its business. 
Condensed statement of the Guaranty 
Trust Company, as of December 31, showed 
total resources of $1,494,040,051, compared 
with $2,022,425,111 on the same date in 
1930 and deposits of $1,025,049,550 com- 
pared with $1,263,591,244 a year previous. 
The Guaranty Company has announced the 
appointment of Theodore W. Hawes, Web- 
ster C. Hoagland and John K. Moffett as 


second vice-presidents. 


CHASE STATEMENT 


STATEMENT of the Chase National Bank of 
New York for December 31, 1931, showed 
total resources of $1,988,669,000; combined 
capital, surplus and undivided profits of 
$291,075,000; and total deposits of $1,459,- 
114,000. Cash in the bank’s vaults, Federal 
Reserve Bank and other banks was $333,571,- 
000; investments in United States Govern- 
ment securities were $162,946,000; state, 
municipal, other securities and stock in Fed- 
eral Reserve Bank, $165,155,000; and loans 
and discounts, $1,154,633,000. 

In the bank’s report it was shown that 
$24,000,000 had been transferred from the 
bank’s surplus to its reserve for contingencies. 

Interest rates on compound interest ac- 
counts have been raised from 2 to 3 per cent., 
effective February 1. 

Edward L. Love has been elected a vice- 
president of the bank. 


MANHATTAN GROUP CHANGES 


OFFICIAL changes in the companies of the 
Manhattan Company Group, New York, at 
the beginning of the new year have been 
announced as follows: 

In the Bank of Manhattan Trust Company, 
George C. Haigh, formerly vice-president of 
the Irving Trust Company; Graham B. Blaine 
and John A. Milholland, formerly with the 
International Manhattan Company, Inc.; John 
Collins, formerly with the International Ac- 
ceptance Bank, Inc.; and Benjamin Strong, 
Jr., formerly assistant vice-president, were 
elected vice-presidents. E. Arthur Carter, 
John E. P. Morgan and A. Suehsdorf, Jr., 
formerly with the International Manhattan 
Company, Inc., were made assistant vice- 
presidents. James O. Safford, J. H. L. Jan- 
son, Jr., H. B. Keen, William S. Maeder and 
Horatio W. Turner, also of International 
Manhattan Company, Inc., were made as- 
sistant secretaries. John B. Reboul and 
Leonard J. Cushing of the new business de- 
partment were made assistant treasurers; and 
Jerome A. Thirsk and Charles G. Young of 
the credit department were made assistant 
secretaries. 


In the International Acceptance Bank, Inc., 
Charles E. Spencer, vice-president of the First 
National Bank of Boston, and Philip J. Vogel, 
vice-president International Acceptance Bank, 
Inc., were elected directors. Changes in the 
official staff include the promotion of Rich- 
ard T. Giblin and Joseph J. Moran, formerly 
assistant treasurers, to assistant vice-presidents; 
Orman M. Crocker, James L. O'Keefe and 
John H. Squires to assistant treasurers; and 
Franklin Field and Herman Henninger to 
assistant secretaries. 

Changes in the official staff of the New 
York Title and Mortgage Company were as 
follows: At the main office, Christian S. 
Phillips, formerly assistant secretary, was 
elected assistant vice-president; William Vic- 
tor, assistant treasurer; in the title business 
department, John A. Sheridan was elected 
assistant secretary, and in the mortgage sales 
department, E. S. Barlow was made an as- 
sistant secretary. In the company’s midtown 
office, Edmond T. Drewsen was raised to as- 
sistant vice-president in charge. At the Mine- 
ola office, Ernest H. Habighorst, in charge 
as assistant secretary, was made assistant vice- 
president. In the Jamaica office, Raymond 
W. McBride, of the mortgage sales depart- 
ment, was made an assistant secretary. At 
the company’s Washington, D. C., office, 
A. W. Hoover was made assistant vice- 
president. 

Two new directors have been added to the 
board of the National Mortgage Corpora- 
tion: J. Stewart Baker, chairman of the board 
of the Manhattan Company and vice-chairman 
of the Bank of Manhattan Trust Company; 
and Harry E. Randel, vice-president of the 
National Mortgage Corporation. 


NEW YORK F. A. A. NAMES 
OFFICERS 


R. W. Sparks, of the Bowery Savings Bank, 
has been elected president of the New York 
Financial Advertisers Association for the 
coming year; Roland Palmedo of Lehman 
Brothers has been named vice-president; Miss 
Anne H. Sadler, treasurer; and Tracy M. 
Purse, secretary. Directors elected were Amos 
R. Bancroft, Leopold A. Chambliss, Frank 
G. Burrows, John Donovan, Richard F. Dur- 
ham, Henry R. Kinsey and Donald G. Price. 


COMMERCIAL NATIONAL 
ANNUAL MEETING 


A STEADY increase in the number of accounts 
handled and increased diversity of business 
handled were reported by Herbert P. Howell, 
president, at the annual meeting of stock- 
holders of Commercial National Bank and 
Trust Company of New York. Net earnings 
for 1931 were given as $1,243,017 before 
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reserve for contingencies and dividends but 
after ample reserves for taxes, interest and 
expenses. Walter G. Dunnington and Jos- 
eph M. Proskauer were elected directors. 


CORPORATE FIDUCIARIES 
ELECT OFFICERS 


C. ALISON SCULLY, vice-president Bank of 
Manhattan Trust Company, New York, was 
elected president of the Corporate Fiduciaries 
Association of New York City, an organiza- 
tion comprising the banks and trust compa- 
nies doing a trust business, at the association's 
annual meeting. Other officers elected are: 
Vice-president, Orrin R. Judd, vice-president 
Irving Trust Company; secretary and trea- 
surer, Howard B. Smith, trust officer Chemi- 
cal Bank and Trust Company; members of ex- 
ecutive committee—John A. Burns, vice- 
president Chase National Bank; John T. 
Creighton, vice-president City Bank Farmers 
Trust Company; Foster W. Doty, vice- 
president Commercial National Bank & Trust 
Company; Charles Eldredge, vice-president 
Bank of New York & Trust Co.; Wentworth 
P. Johnson, vice-president Irving Trust Com- 
pany; Walter McMeekan, vice-president 
Manufacturers Trust Company; H. U. Sil- 
leck, vice-president Brooklyn Trust Company; 
C. Alison Scully, vice-president Bank of 
Manhattan Trust Company; and H. F. Whit- 
ney, assistant vice-president Empire Trust 
Company. 


BOWERY SAVINGS BANK 
SHOWS GAINS 


A GAIN of 21.23 per cent. in deposits was 
shown by Bowery Savings Bank of New York 
during 1931, according to the annual report 
made by Henry Bruere, president, to the 


board of trustees. During the same period 
the 146 savings banks in New York State 
showed an increase in deposits of 10 per 
cent. The total amount of Bowery’s increase 
was $84,999,632, making total deposits on 
December 31, 1931, of $485,249,000, owned 
by 365,000 depositors, who received a total 
of $17,036,351 in dividends during the year. 


FIDELITY UNION TRUST'S 
ANNUAL REPORT 


EarNINGS of $2,326,186, an increase of 
$228,301 over those for 1930, were reported 
for 1931 to the stockholders of the Fidelity 
Union Trust Company of Newark, N. J., at 
their annual meeting by J. H. Bacheller, presi- 
dent. Deposits also showed an increase, be- 
ing $150,764,638, or $7,695,729 more than 
those on the same date, December 31, in 
1930. 
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“Allowing for dividends paid, amounting 
to $2,133,336,” Mr. Bacheller said, “the ex- 
cess of net earnings above dividend require- 
ments was $192,850. With this excess and 
using some of our reserves which were laid 
aside for this and other purposes, we marked 
off at the end of the year bad debts to the 
amount of $510,611, leaving an excess of 
$27,009 which was added to the undivided 
profits.” 


CONTINENTAL ILLINOIS 
CHANGES 


STANLEY FIELD, director and member of the 
executive committee of Continental Illinois 
Bank and Trust Company, Chicago, has been 
elected chairman of the bank's advisory com- 
mittee. A. M. Johnson, chairman of the 
board of National Life Insurance Company 
of the U. §. A., has been added to the bank's 
directorate. 

Official changes are as follows: Herman 
Wadleck has been elected executive vice- 
president. W.B. Allen, Lester T. Boe, Spen- 
cer L. Hart, Woodbury S. Ober, H. P. 
O'Connell, Joseph L. Overlock, E. F. Reiter, 
John H. Rumbaugh and Anthony von Wen- 
ing have been elected second vice-presidents. 
Mark P. Collor, Leland S. Ford, J. J. John- 
ston, Fred M. Naber and Clifton L. Nourse 
have been elected assistant cashiers. 

James R. Leavell, president of the Conti- 
nental Illinois Bank, has been elected presi- 
dent of the Continental Illinois Company, 
succeeding Arthur Reynolds in that office. 
Mr. Reynolds has been elected chairman of 
the board of the company, now holding the 
same office in both the bank and the com- 
pany. Charles Z. Henkle has been elected 
secretary and treasurer of the company. 


CENTRAL REPUBLIC REPORT 


Net earnings of Central Republic Bank and 
Trust Company, Chicago, from July 27 to 
December 31 after all operating expense, 
provision for taxes, reserves for losses and 
contingencies, amounted to $855,077, or the 
equivalent of an annual aggregate of 14.11 
per cent. on the capital stock of the bank, 
cxecutive heads of the institution reported to 
stockholders. “In analyzing these figures,” 
the statement said, “it should be borne in 
mind that the possible economies arising from 
the consolidation (Central Trust Company of 
Illinois with the National Bank of the Re- 
public and Chicago Trust Company) are only 
just beginning to be realized. While profits 
are always problematical in a period of acute 
deflation, it is hoped that such economies in- 
cluding a general reduction in all salaries, a 
simplified official personnel and the continu- 
ing elimination of duplicating activities, will 
maintain earnings on a satisfactory scale.” 
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KANZLER HEADS GUARDIAN 
DETROIT UNION GROUP 


ERNEST KANZLER was elected chairman of 
the board of the Guardian Detroit Union 
Group, Inc., at the annual meeting held last 
month. Mr. Kanzler is chairman of the ex- 
ecutive committee and a member of the gov- 
erning committee of the Guardian National 
Bank of Commerce, and a member of the 
advisory committee of the group. Frank W. 
Blair retired from the chairmanship but will 
continue his association as director of the 
group. 

Mr. Kanzler resumes his active connection 
with the institution, which began in 1926, 
when he was the active member of the com- 


ERNEST KANZLER 


President of the board Guardian 
Detroit Union Group, Inc. 


mittee which organized the Guardian Detroit 
Bank, parent unit of the group. Mr. Kanzler 
also played a leading part in organizing and 
establishing the Guardian Group. Before 
entering the financial field he had held high 
executive positions with the Ford Motor Com- 
pany for ten years. He organized and is 
president of the Universal Credit Corpora- 
tion, one of the largest financing corpora- 
tions in the world, presenting the Ford 
finance plans. 

R. Perry Shorts, president of the Second 
National Bank and Trust Company of Sagi- 
naw, a director of the Michigan Bell Tele- 
phone Company and regent of the Univer- 


sity of Michigan, was elected chairman of 
the executive committee. 

C. H. Haberkorn, Jr., was elected vice- 
president and secretary; Joseph H. Brewer, 
president of the Grand Rapids National 
Bank and the Grand Rapids Trust Company, 
Herbert R. Wilkin, executive vice-president 
Union Industrial Trust & Savings Bank, of 
Flint, and Ralph E. Badger, a senior vice- 
president of the Union Guardian Trust Com- 
pany, were elected vice-presidents. W. C. 
Goodard was appointed assistant vice-presi- 
dent; R. C. Huelsman, comptroller; O. A. 
Waldow, auditor, and Harvey C. Emery, as- 
sistant secretary and treasurer. 

For the year ending December 31, 1931, 
net earnings of the banks and trust compa- 
nies of the group, after all expenses of opera- 
tion, and after setting aside adequate re- 
serves for taxes and depreciation of banking 
quarters and equipment, but before charge- 
offs, were $3,887,052 or at the rate of $2.51 
per share on the 1,544,844 shares of the 
group stock ($20 par value) outstanding. 

The Capital National Bank, Lansing unit 
of the Guardian Detroit Union Group, at the 
request of directors of the City National 
Bank of Lansing, has purchased the assets 
of the latter institution, assumed deposit lia- 
bilities and removed the ninety-day notice of 
withdrawal which the City National had in- 
stituted after the closing of another Lansing 
bank. The group has also established a bank 
in Royal Oak at the request of citizens of 
that “bankless” city. 


GENERAL WOOD ON CHICAGO 
BANK BOARD 


GENERAL RosBert E. Woop, president of 
Sears, Roebuck & Company, has been added 
to the directorate of the Central Republic 
Bank and Trust Company of Chicago. Mi- 
chael A. Georgen has been appointed assistant 
vice-president of the trust department and 
Charles Van Zandt, manager of the real es- 
tate loan department. 

General Wood has been with Sears, Roe- 
buck since 1924, prior to which he had been 
vice-president of Montgomery Ward and 
Company for five years. He is a graduate 
of the United States Military Academy and 
served during the Philippine and World 
wars. 


FIRST NATIONAL CHANGES 


H. L. DroEGMUELLER, formerly auditor, has 
been elected vice-president and comptroller 
of the First National Bank and First Union 
Trust and Savings Bank, of Chicago. Charles 
Z. Meyer has been promoted from assistant 
cashier to auditor of both banks. 

In the First Union Trust and Savings Bank, 
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Walter L. Cohrs has been promoted from 
assistant manager of the real estate loan de- 
partment to vice-president; Robert G. Col- 
lins has been elected assistant secretary; and 
Thomas §. McCarty has been promoted from 
assistant cashier to assistant vice-president. 
Darragh Louderback has been elected as- 
sistant treasurer of the First-Chicago Corpo- 
ration. 


RE-ELECTED PRESIDENT OF 
CLEARING HOUSE 


RIcHARD S. Hawes, senior vice-president and 
director of the First National Bank in St. 
Louis, has been re-elected president of the 
St. Louis Clearing House Association for the 
coming year, which is his fourth consecutive 
year as president. 

Tom K. Smith, president of the Boatmen’s 
National Bank, was elected vice-president and 
chairman of the committee of management; 
W. J. Bramman, vice-president of the Mis- 
sissippi Valley Trust Company, and W. L. 
Hemmingway, vice-president of the Mercan- 
tile Commerce Bank and Trust Company, 
were elected to serve on the committee of 
management with Mr. Hawes and Mr. Smith. 
R. R. Tilley was re-elected manager of the 
association. 


FIRST WISCONSIN NATIONAL’S 
EARNINGS 


WALTER KASTEN, president of First Wiscon: 
sin National Bank of Milwaukee, reported to 
stockholders at their annual meeting that net 
earnings of the bank for 1931, after provid- 
ing for taxes and losses on loans and securi- 
ties, were $1,841,780, equal to 18.42 per 
cent. on the capital stock or 9.88 per cent. 
on the capital, surplus and undivided profits. 
This compares with 12.36 per cent. earned 
on invested capital in 1930. Dividends ag- 
gregating 14 per cent. on capital stock were 
paid during the year. 

Deposits showed a decrease from Decem- 
ber 31, 1930, being slightly below those of 
the same date in 1929. The decrease, the 
report said, was largely in deposits due to 
other banks. Savings deposits showed an in- 
crease. 

Wiliam F. Brumder and Edward §S. Tall- 
madge have been elected assistant vice-presi- 
dents of the bank. 


GENERAL MOTORS SALES 


JaNuary sales of General Motors cars to con- 
sumers in the United States totalled 47,942 
as against 61,566 for the corresponding 
month a year ago. January sales of General 
Motors cars to dealers in the United States 


totalled 65,382 as against 76,681 for the cor- 
responding month a year ago. January sales 
of General Motors cars to dealers in the 
United States and Canada, together with 
shipments overseas, totalled 74,710 as against 
89,349 for the corresponding month a 
year ago. 


D. R. FORGAN DIES 


Davip R. ForGANn, co-chairman of the board 
of Central Republic Bank and Trust Com- 
pany, Chicago, died recently after a brief 
illness. He had been identified with Chicago 


Davip R. ForGAN 


Co-chairman of the board of the 
Central Republic Bank and Trust 
Company, Chicago, who died recently. 


Mr. For- 


banking for a third of a century. 
gan had been engaged in the banking busi- 
ness since he was 15 years old, his first job 
being that of messenger for the Clydesdale 
bank in St. Andrews, Scotland, where he was 


born on April 16, 1862. Three years later 
he crossed the ocean to America, where he 
was first employed in the Bank of Nova 
Scotia in Halifax. After successive steps of 
progress in Canada, he came to the United 
States in 1888 and secured the position of 
assistant cashier of the American Exchange 
bank in Duluth. He later became vice-presi- 
dent of the Northwestern National Bank of 
Minneapolis. 

In 1896 Mr. Forgan came to Chicago to 
be vice-president of the Union National Bank, 
later advancing to the presidency. When 








this bank merged with the First National in 
1900 he was made a vice-president. Here 
he was associated with his brother, James B. 
Forgan, who for many years was president of 
the First National. 

In 1907 Mr. Forgan was active in forming 
the National City Bank of Chicago and was 
its president until the bank was merged with 
the National Bank of the Republic in 1925. 
He then became vice-chairman of that insti- 
tution, later being made co-chairman of the 
board of the Central Republic following the 
consolidation last July of the National Bank 
of the Republic and the Central Trust Com- 
pany of Illinois. 


PAUL M. WARBURG DIES 
PauL M. Warsurc, chairman of the boards 


of the Manhattan Company and the Inter- 
national Acceptance Bank, Inc., New York, 














































































PAUL M. WARkBURG 


Chairman of the board of the Man- 

hattan Company, New York, and in- 

ternationally known banker, who died 
last month. 


died last month at the age of 64 after a 
year's illness. Considered one of the fore- 
most authorities on banking, Mr. Warburg 
came of a famous German family of bankers 
which for years has figured prominently in 
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German commerce. He came to this coun- 
try as a young man with the idea of return- 
ing in a few years to Germany. He was a 
member of the firm of Kuhn, Loeb & Co. 
from 1902 to 1914, when, at the request of 
President Wilson, he became a member of 
the Federal Reserve Board. He was made 
vice-governor in 1916 and served until 1918. 
In 1921 he again took up his work as a 
private banker and organized the Interna- 
tional Acceptance Bank, Inc. Shortly after 
this bank became identified with the Manhat- 
tan Company Group he became chairman of 
the board of the Manhattan Group. He also 
retained the chairmanship of the Interna- 
tional Acceptance and was a director in Man- 
hattan Trust Company and _ International 
Manhattan Company. He was also a di- 
rector of many corporations. 

Always interested in banking reform, Mr. 
Warburg contributed many of the ideas on 
which the Federal Reserve System was based. 
He served on the advisory council of the 
Reserve Board for a number of years and 
also organized the American Acceptance 
Council. 

Mr. Warburg wrote a number of books on 
banking reform, among them, “Defects and 
Needs of Our Banking System,” and “A Plan 
for a Modified Central Bank.” In 1910 he 
wrote a plan for a United Reserve Bank in 
the United States, many features of which 
are now incorporated in the Federal Reserve 
System. His latest writing was a two-volume 
work on “The Federal Reserve System, Its 
Origin and Growth,” which was published in 
1930. In it he outlined his proposals for 
the strengthening of the system. 


C. E. ROGERSON DIES 


CHarLEs Epwarp RoGErson, chairman of 
the Boston Safe Deposit and Trust Company, 
Boston, died suddenly recently in the com- 
pany’s office where he had gone to attend a 
directors’ meeting. He was in his seventy: 
seventh year. 

Mr. Rogerson had been president of the 
Boston Safe Deposit and Trust Company for 
twenty-seven years when, a week before his 
death, he was elected chairman, after he had 
requested that he be relieved of the presi- 
dency. When he became president, the com- 
pany had less than $9,000,000 worth of prop- 
erty in the care of its trust department. The 
property now exceeds $219,000,000. 

Mr. Rogerson had been a director in many 
companies and was also active in community 
and charitable enterprises. 
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BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


BEHIND THE SCENES IN INTERNATIONAL 
FINANCE. By Paul Einzig. London: 
MacMillan & Co. 7s. 6d. 


In his preface Dr. Einzig says: 

“The object of this book is to show that 
the economic calamity from which the world 
is suffering has been mainly the result of the 
fight that has been carried on since the war 
behind the scenes of international finance. 
Its main contention is that the financial war- 
fare conducted by France in order to ac- 
quire political power over Europe has largely 
contributed to the development of the eco- 
nomic depression since 1929, and has been 
the direct cause of its accentuation during 
the second half of 1931 into a crisis with- 
out precedent.” 

The author marshals an array of dramatic 
events in the financial world to sustain his 
thesis. Germany, Austria, Hungary and 
other European countries were brought un- 
der the sway of France by its financial power 
and at the price of more or less of their 
political independence. Finally, London was 
dislodged from its position as the center of 
world finance, and New York was put in its 
place. In these two latter cases the loss 
was financial rather than political. 


Perhaps the great defect of this book ap- 
pears from the first paragraph in the preface, 


quoted above. Having started out with a 
special object in mind, the author was al- 
most bound to interpret events as tending to 
prove his claim. This method of treatment, 
in the present case, is highly interesting, 
though hardly scientific. Grave doubt may 
be expressed as to the propriety of such a 
treatment under present tense conditions. 
Scarcely had this volume come from the 
press, severely arraigning France, when it be- 
came evident that France and England would 
be compelled by force of circumstances to 
take common ground on matters relating to 
reparations and _ inter-governmental debts. 
This book is not calculated to further accord 
between the two countries. 

Dr. Einzig is well informed on interna- 
tional financial affairs, and while in the pres- 
ent volume he seems to have been subject 
to considerable bias, he frequently makes 
statements tending to show that his views 
are not altogether one-sided. 

That France attained ‘immense political 
power as a result of the great war is well 
known. That she has employed her finan- 
cial resources to sustain that power is also 
clear enough. But whether the means used 
have been quite such as this author claims, 
is another question. There is a question of 
far greater significance: Does the publication 
of such a book at this time contribute to the 


healing processes so necessary to the restora- 
tion of a distracted world? 


Goop BusINESs AND THE War Dests. By 
Horace Taylor. New York: Columbia 
University Press. 25 cents. 


A SIMPLY expressed explanation of the ques- 
tion of war debts and reparations is pre- 
sented in this thirty-two-page booklet. In it 
the author answers three general questions, 
which he states as follows: What are the 
facts? What do they mean? and What of 
it? The final answer to these questions is, 
in the author’s mind, that good business de- 
mands cancellation by the United States of 
war debts so that the European countries 
owing us may, in their turn, cancel the Ger- 
man reparations. 

“We in America must,” he says, “in our 
own interests, act at once to free ourselves 
from the entanglements in which we are 
caught. It is customary to speak of a ‘bur- 
den of debt... The United States is suffer- 
ing today from a complication of troubles, 
among others from a burden of credit. We 
are in the painful position of having lent 
money which we cannot afford to have re- 
paid. For the plight in which we find our- 
selves we are not entirely to blame. Our 
money was lent in good faith. And we had 
little to do with causing the series of eco- 
nomic, political and military events which 
created the present situation. We are con- 
fronted, however, not by an historical prob- 
lem, but by a condition. We may not be to 
blame for what has happened in the past; 
but unless we employ every means that we 
have to extricate ourselves from our present 
plight, we shall have to be entirely respon- 
sible for the consequences of our failure 
to act.” 


INVESTMENT AND SPECULATION. By Law- 
rence Chamberlain and William Wren 
Hay. New York: Henry Holt & Co. $3.00. 


THE distinction between speculation and in- 
vestment is vigorously set forth by the authors 
of this volume. In its primary sense an in- 
vestment is always a loan. It implies the 
return of the principal unimpaired, plus the 
regular receipt of interest for the period the 
investor has lent his funds. Therefore, 
bonds—which represent a loan—are invest- 
ments; common stocks— which represent a 
partnership—are speculations. 

Theoretically this distinction is sound 
enough. In practice its validity is frequently 
impaired. Whether you lend money or buy 
the common stocks of an industry, in either 
case your security is basically the same. It 
rests upon the nature of the industry and the 
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Seventh Edition of America’s 
Most Popular Banking Book — 


LP Here is a book which has come to 

be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 


banking from the handling of the N 

morning mail to the extension of 

credit; from the duties of the 

messenger to the functions of the . 

president. is 
XN 
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William H. Kniffin, the author, 
has not depended upon his ow 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 



























Send for your copy 
of this valuable 
book TODAY and see 
for yourself how 
thoroughly Mr. Kniffin 
has covered his field. a 
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BANKERS PUBLISHING COMPANY 
185 Madison Ave., New York City 


Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $5.00. 
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character of the management. Your security 
will be the greater if you own its bonds, 
simply because they represent a prior lien. 

The authors show why common stocks over 
long periods are not a dependable form of 
investment; that they are, in fact, specula- 
tions. 

There is much information in the volume 
relating to investment trusts, to industry in 
general and to particular industries, On the 
whole it is a helpful book, designed to make 
the reader more investment-minded — some- 
thing whose desirability is especially evident 
in these times. 


New York Descriptive List OF OBSOLETE 
PapER Money. By D. C. Wismer. Fed- 
eralsburg, Md.: Stowell Printing Company. 
Paper, $3; cloth, $4. 

In this book are listed and described some 

3259 varieties of paper money which were 

issued by banks, bankers and corporations in 

New York State between 1784 and 1866. 

New York City banks are given first, in 

alphabetical order, with the other cities and 

towns of the state following, also alphabeti- 
cally. An eighteen-page index with the titles 
of banks, bankers, etc., in alphabetical order, 
is a valuable part of this reference work. 

Sixty-three notes are illustrated. The book 

should be of value to collectors, librarians, 

historical societies and bankers of New York 

State. 


THe GERMAN CrepiT ProsLem. By E. 
Saxon Napier. London: London General 
Press. 2s. 6d. 


How the present German credit problem 
arose, and a way out of the dilemma are 
outlined in this forty-page pamphlet. Ger- 
many, the author emphasizes, will have to 
strain every nerve to re-create confidence 
not so much perhaps in her banking system 
as in her future willingness and ability to 
live within her means. As from October 1, 
banks and foreign resources generally have 
been placed under the control of a bureau- 
cratic body which functions through a com- 
mission of banking. Mr. Napier shows that 
this well-meaning attempt entirely misses the 
historical causes of Germany's credit plight 
and the sentimental factors that alone can 
re-establish confidence. On the one hand, 
bureaucratic influences have been given a 
free hand; on the other, direct contact with 
Germany's creditors, temporarily established 
during the Basle negotiations, has been left 
haphazard and unregulated. The true remedy, 
in the author’s opinion, would appear to lie 
in a more systematic supervision of credit 
requirements and applications and the con- 
centration of credit control in the hands of 
a body on which foreign creditors would be 
represented. Since the co-opting of foreign 
members to the banking commission clearly 
would conflict with Germany's sovereign 
rights, the re-constitution of the Advisory 
Committee attached to the Gold Discount 
Bank would seem to point the way out of 
this difficulty. 


Are your 
windows 
bringing in 
business? 


Banks all over the country are waking 
up to the tremendous new-business 
possibilities of window displays. At- 
tractive, scientifically arranged dis- 
plays actually bring folks into your 
bank and create business for all de- 
partments. How this is done is 
described in 


101 Window 
Displays 


By M. E. Chase 


This book is not based on theory or 
guess-work but is the result of many 
years’ study by the author and a care- 
ful investigation of the methods used 
by banks and investment houses that 
have been most successful. 


A. feature of the book is the careful 
description of 101 original displays for 
all departments of banking. 


But don’t take our word for this. 
Send for and examine this book at 
your own desk at our risk. Mail the 
coupon below TODAY. 


Bankers Publishing Company, 
185 Madison Avenue, New York. 


You may send me a copy of 101 
WINDOW DISPLAYS by M. E. 
Chase on 10 days’ approval. At the 
end of 10 days I will either send you 
my check for $5.00 or return the book. 





. Is large-scale banking safer than unit banking? 
Is large-scale banking more profitable than small-scale banking? 
Which type of banking is better able to serve the community? 
. Will large-scale banking emasculate the Federal Reserve System? 


. Will large-scale banking destroy unit banking and lead to mo- 
nopoly? 
Will large-scale banking help or harm the farmer? 


These questions and other problems of unit vs. large- 
seale banking are discussed in 


Banking Concentration in 
the United States 


A Critical Analysis 
By JOSEPH STAGG LAWRENCE 


Mr. Lawrence, whose book Wall Street and Washington attracted 
nation-wide attention a few years ago, brings to this study an absolutely 
unprejudiced mind and a fresh, vigorous style. He is not engaged in 
the banking business and is neither for nor against “unit” banking. 

In order to find out which type of bank is safest for the depositor; 
most profitable for the stockholder and most useful to its customers, 
he has divided all of the banks in the country into four distinct groups, 
representing the large city bank; the medium-sized city bank; the 
country bank in states where failures have been few; and the country 
bank in the so-called “distress areas” where failures have been numerous. 

He has gathered together the facts and figures on the operating and 
balance sheet experience of these groups. From them he has evolved 
tables and charts to show the reader how these various groups actually 
compare. From this information definite conclusions may be drawn. 
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THIS book is a complete treatise on the growing 
banking practice of imposing a monthly service 
charge on demand deposits that do not measure up to 
a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 
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BUSINESS FAILURES IN 
NEW JERSEY 


A stupy of the causes of business failures 
and bankruptcies of individuals in New Jer’ 
sey, made by the Hon. William Clark, United 
States District Judge in New Jersey, the In- 
stitute of Human Relations and the School 
of Law of Yale University, and the Depart- 
ment of Commerce, has been published in 
book form and may be purchased from the 
Superintendent of Documents, Government 
Printing Office, or through any of the dis- 
trict offices of the bureau. The price is ten 
cents a copy. 

The study included 612 cases and showed 
that inefficient business methods and _ prac- 
tices resulted in more failures than did any 
other factor. 


THE I. C. C. VS. CLASS I 
RAILROADS 


THIS analysis of the history of the railroads 
of the United States since the passing of the 
Transportation Act of 1920 was made by 
a bond salesman, on his own behalf, to find 
out why he could not sell railroad stocks or 
bonds to any of his customers. It is written 
by Horatio L. Whitridge and published by 
the Simmons-Boardman Publishing Company, 
of New York. 


The book criticizes the policies of the In- 
terstate Commerce Commission with regard 
to its duty to assure the railroads a fair re- 
turn on their investment, and presents a plan 
to rescue them from many Interstate Com- 
merce Commission restrictions to insure their 
return to prosperity. 


POLITICAL SCIENCE ACADEMY 
PROCEEDINGS PUBLISHED 


PrRocEEDINGS of the Academy of Political 
Science at its annual meeting last November 
have been published in book form by the 
Academy. The general -subject of the ad- 
dresses at the meeting was “Can Prices, 
Production and Employment Be Effectively 
Regulated?” and it was divided into three 
sections, “Methods for Dealing with Unem- 
ployment,” ‘“‘Readjustments in Production, 
Prices and Wages,” and “The World Crisis.” 
Among the speakers were Marion B. Folsom, 
assistant treasurer Eastman Kodak Company; 
Frederick H. Ecker, president Metropolitan 
Life Insurance Company; and Gerard Swope, 
president General Electric Company. 


RESERVE BANK POLICY IN IOWA 


THE School of Commerce and Administra- 
tion of the University of Chicago has pub- 
lished a 100-page book dealing with the 
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Federal Reserve Bank Policy in Iowa, by 
Ralph R. Pickett, professor of commerce of 
the Kansas State Teachers College of Em- 
poria. 

“Interest in the activities of the system in 
Towa,” says the author in his preface, “‘cen- 
ters particularly around its relationship to 
agriculture and its responsibility for bank 
failures. Credit assistance to the farmer first 
became an issue in the latter part of 1920, 
and the heavy bank mortality dates from 
1923. June 30, 1919, therefore, serves as 
a logical starting-point for a detailed analysis 
of member-hank operations.” 


INVESTMENT BANKING IN 
CHICAGO 


THE results of an investigation in investment 
banking in Chicago are presented in pam- 
phlet form by the Bureau of Business Re- 
search of the University of Illinois. The 
study shows that “the underwriting of capital 
issues is a comparatively recent undertaking 
in the Middle West, although it has grown 
rapidly to an important factor in the de- 
velopment of Chicago as a major financial 
center.” 


NEW BOOKS 


Tue A. B. C. oF THE ForEIGN EXCHANGE. 
By George Clare and Norman Crump. 
New York: Macmillan. $1.80. 


BANK MANAGEMENT; A Case Book. By J. 
Franklin Ebersale. New York: McGraw: 
Hill. $5. 


CrepiT MANAGEMENT. New York: American 
Institute of Banking. $3.50. 


ECONOMICS. New 


By Ira Brown Cross. 
York: American Institute of Banking $3. 


THE BANKERS MAGAZINE 


CouRSE AND PHASES OF THE WorRLD Eco- 
NOMIC DeprREssION. Report presented to 
the Assembly of the League of Nations. 
Boston: World Peace Foundation. $3. 


THE Gotp STANDARD IN THEORY AND 
PRACTICE (second edition). By Ralph 
George Hawtrey. New York: Longmans. 
$1.50. 


EcoNoMIC STABILIZATION IN AN UNBAL- 
ANCED Wor Lp. By Alvin Harvey Han- 
sen. New York: Harcourt. $3. 


INVESTMENT AND SPECULATION; studies of 
modern movements and basic principles. 


New York: Holt. $3. 


New Roap To Prosperity; the crisis and 
some ways out. By Paul Myer Mazur. 
New York: Viking. $2. 


ScIENTIFIC FoRECASTING; Its Methods and 
Application to Practical Business and to 
Stock Market Operations. By Karl Kar- 
sten. New York: Greenberg. $4. A prac: 
tical exposition of economic and stock mar- 
ket statistical forecasting for the general 
reader. 


New York BANkKinG Law, annotated; con- 
taining all amendments to January, 1932, 
with annotations from decisions of the 
courts and rulings of the Attorney Gen: 
eral. Edited by William Edward Baldwin. 
New York: Banks Law Publishing Com- 
pany. $7.50. 


New York BANKING Law, annotated: con 
taining all amendments to January, 1932, 
with annotations from decisions of the 
courts and rulings of the Attorney Gen- 
eral. Edited by William Edward Bald- 
win. New York: Banks Law Publish- 
ing Company. $7.50. 





